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THIS MONTH 


E can say, with modesty, we like 

our editorial because it is mostly 
someone else's; by way of quotation. It 
points out the need of scientific atten- 
tion to rates and the danger to the com- 
panies of getting regulation of a kind 
they don't want if something isn't done 
about it soon. On that is superimposed 
the clear-cut remarks of Prof. R. H. 
Blanchard who used the vehicle of his 
presidential address at the recent meet- 
ing of the Casualty Actuarial Society 
to tell the companies what the public 
wants in the way of more comprehen- 
sive coverage, and less bickering about 
competitive non-essentials. We hope 
the industry listens e From the academic 
ranks is also Dr. S. S. Huebner who de- 
livered a keen and commonsense proph- 
ecy of what insurance is slated to do 
in the future, before the Chamber of 
Commerce of the United States annual 
gathering, this year at Chicago e Dr. 
Richard C. Steinmetz completes a trio 
of Doctors in our list of authors. He sets 
down some last-word conclusions about 
arson and we believe speaks with author- 
ity born of research and experience e 
Insurance generally is taken to task by 
A. P. Lange for not providing better 
land war risk protection e There is 
much collateral news of conventions 


and such. 


NEXT MONTH 


HE next issue will likely center de- 

velopments around at Denver dur- 
ing the Commissioners meeting. Some 
articles are due on new aspects of war 
work in relation to insurance. We hope 
to expand our news department. 












































HOMER C. PARKER 


Commissioner of Insurance 


STATE OF GEORGIA 


OMMISSIONER Parker, elected in 1940, was formerly in the same position 
for a period a few years ago and thus came into his office with familiar 
knowledge of its procedure. Thus the office continues in efficient hands. His 


National Association of Insurance Commissioners Committee appointments 
include life and taxation. 
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EDITORIALLY 
WE SAY »»»» 




















| ' JE have long surmised that constructive minds 
even in widely different systems of insurance 
must often run parallel when considering reme- 
dies for ancient evils and plans for future progress. 
Evidence of this saluted us in glancing through the 
pages of a recent issue of The Insurance l‘ield, a pub- 
lication not always sympathetic to mutual viewpoints. 
Under the heading “That Sacred Cow Named Rates”, 
an editorial appeared stating the case for intelligent 
regulation so well that we feel it should be given 
wider circulation. It begins with a very significant 
vbservation and continues with spritely vigor. 

“Already it seems certain that a whole herd of 
sacred insurance cows will be led to the slaughter 
along with the progress of the war and that the 
carnage will increase in direct. ratio with the length 

of the war. 

“The first one is apparent in the turnover of em- 
ployees, bringing with it the training of women for 
jobs normally held by young men — map clerks, for 
instance. As the call to the armed services grows 
louder, this also will expand to other essential chores. 
Even at this early date of war participation there is 
belief that after the war .only a comparatively few 
young men will want their minor insurance jobs 
again, as many will stay in the service to carry on 
the task of policing the world or will be so upset 
in plans that they will break away from their former 
civilian routines. 

“This is but a starter in interesting trends, and 
so let’s take a jump and pick out just one of the 
famous cows in that hardy and numerous herd which 
has gone through many years of in-breeding within 
the ranks of the business. That cow is called “rates” 
in polite society, but the vocabulary of the gutter ac- 
companies it as it nears the bosom of the family and 
by the time it is discussed by executives who have 
nothing to do with rates except follow them, the cow 
has lost its sacredness, 

“When the varied offspring is viewed, the kindest 
thing to be said is that the cow is multi-wedded. Va- 
rious territories have their own pet breeds, or jealous 
prerogatives or ouija boards to be used as branding 
irons on rates; and then nearly every state adds its 
own idiosyncrasies. The net result is that by the 
time the cow called ‘rates’ is brought before the pub- 
lic few are bold enough to claim parenthood — some 
have even denied knowing the brute. 

“On the outside of the corral looking in stands a 
bugaboo that is daily becoming more real-for other 
businesses — the imposition of federal regulation or 
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control. The time to laugh that off has passed. * * * 

“Danger always lies in such confusion and there 
is danger, too, for insurance growing out of the con- 
fusion over rates. The two dangers can merge; in- 
deed, they may merge unless insurance itself makes 
rating more intelligible and sees to it that those rates 
which are now inexplicable have a reasoning behind 
them which is clear at one and the same time to in- 
quiring assureds, uninformed agents and puzzled ex- 
ecutives. 

“It is but beating the devil around the bush to 
make the point that rating is too complicated. Some 
will blame it on the laws, without stopping to recall 
that the laws became complicated as a primary result 
of elaborate regulations and rating systems devised 
by the business itself in elevating some inbred calf 
of procedure to the higher rank of a sacred cow. 
Maybe casualty and inland marine, as they grow older, 
will follow a similar course, but we hope not. 

“Perhaps there is no solution but, if there is, it 
seems to lie in getting the business to set up a national 
plan of rating. In the first place, this would help to 
show federal bureaucrats that the business can gov- 
ern itself; more important, the vast public of assur- 
eds will realize the same happy fact and could be 
used by the business, if necessary, to stop any federal 
movement at the source—the voice of the people. * * *” 


HIS we say is good comment, well written. It errs 

only in a possible too-great tendency to blame cur- 
rent confusion on “bureaucrats” when these latter have 
served the public at least in bringing the issue to na- 
tional attention. 

Certain Bourbons in definite sections of the country 
continue to boast that rates will never be stabilized as 
long as they hold the reins. This seems a foolish atti- 
tude in the face of inevitable tendencies. The fact that 
an editorial like the one quoted can be run in a pub- 
lication supported by the interests who have so often 
opposed regulation, indicates that the times are indeed 
changing. The suggestion of a national plan of rating 
may be slightly in advance of the, possibilities but it 
looks in the right direction. Reform may not need to 
go that far if the most notable examples of vicious dis- 
crimination as evidenced by California and a few other 
territories are attended to by legislation or agreement. 
If war can have benefits, one of them is that it is 
ruthless to outworn tradition no matter how deeply 
and strongly entrenched. Perhaps it will soon wipe 
out the chaos with which certain rating procedures so 
long have been surrounded. 
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New York Standard Fire 
Policy Revision of 1942 


\FTER REPEATED EFFORTS SINCE 
1939 TO ENACT A NEW STANDARD 
form of fire insurance policy for the 
State of New York, Senate Bill 1832 
has just been signed by Governor 
Lehman. lollowing is a summary 
of the more important aspects of the 
new policy which is to be effective 
July 1, 1943. 

The insuring clause refers to “all 
direct loss by fire, lightning and by 
removal from premises endangered 
by the perils insured against in this 
policy”. The insurance is limited to 
“the interest of the insured’, because 
of the removal of the “unconditional 
and sole ownership clause’. The 
lightning clause is no longer neces- 
sary. 

Concealment or misrepresentations 
by the insured must be done “wil- 
fully” to void the insurance. 

Mechanical drawings, dies or pat- 
terns need not be specifically named 
to be covered. 

The provision for “perils not in- 
cluded now reads as follows: 

“This Company shall not be liable 
for loss by fire or other perils insured 
policy caused, directly 
or indirectly, by insurrection, invasion, 
bombardment, rebellion, revolution, or 
military or usurped power; nor by order 
of any civil authority, except acts of 
destruction at the time of and for the 
purpose of preventing the spread of fire, 
provided such fire did not originate from 
any of the perils herein specifically ex- 
cluded; nor by neglect of the insured to 
use all means to save and 
preserve the property at and after a 
loss, when the property is endangered 
by fire in neighboring premises; nor 
shall this Company be liable for loss by 
theft.” 

Other insurance may be prohibited 
or the amount of insurance may 
be limited by endorsement attached 
thereto. 

The pro-rata liability clause now 
reads: 

“This Company shall not be liable for 
i greater proportion of any loss than the 
amount hereby insured shall bear to the 
whole insurance covering the property 
against the peril involved, whether col- 
lectible or not.” 

The following conditions voiding 
or suspending the insurance have 
been eliminated: 

Unconditional and sole ownership; 
building on leased ground; commence 
ment of foreclosure proceedings; change 
of interest, title or possession; fall of 
building; night operations of manufac 
turing establishments; repairs by me 
chanics beyond 15 days; explosives, gas, 
etc., as prohibited articles; chattel mort- 


against in this 


reasonable 


gage; cessation of operations beyond 10 
days. 

The vacancy and unoccupancy 
period has been extended from 10 


to 60 consecutive days. 


(Continued on page 18) 
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Items Concerning What Is Going 
On In The Insurance World 


Minnesota Warns Against 
Fictitious Fleet Writings 


FAILURE OF COMPANIES AUTHOR- 
IZED TO ISSUE AUTO LIABILITY, PROP- 
erty damage and other automobile 
coverages in the State of Minnesota 
to comply with former rulings on 
the subject of fictitious fleets has 
necessitated further action on the 
part of Insurance Commissioner 
Newell R. Johnson. 

In a communication dated May 4, 
addressed to companies doing busi 
ness in the state, Commissioner John- 
son states that it is the intent of the 
Department to strictly enforce previ- 
ous rulings on fictitious fleets. To 
that end he has thereby directed all 
companies to communicate to the 
Department in writing the following 
information on all fleet policies issued 
in Minnesota and now in force: name 
and address of owner, license num- 
ber of each car insured. Companies 
have further been directed to com- 
municate the foregoing information 
on all new fleet policies to the De- 
partment simultaneously with their 
issuance. 

€ e te 


Chicago Office of Illinois 
Department in New Quarters 


CHICAGO OFFICES OF THE ILLINOIS 
DEPARTMENT OF INSURANCE WERE 
moved on May 15 to Room 2400, 
Board of Trade Building, 141 W. 
Jackson Blvd. The offices had been 
located in the Insurance [Exchange 
Building since the establishment of 
the branch in 1933. 

Removal to the new quarters at- 
fords greatly increased facilities for 
rendering service to the public ac- 
cording to Paul F. Jones, Director 
of Insurance. Expansion of the func 
tions of the Chicago office has been 
going on for the past year, first with 
the transfer there from Springfield 
of the pension examination branch, 
under Gordon Ramsey as supervisor, 
and it is now being further increased 
with the establishment of a principal 
branch of the small loans division, of 
which William H. Murphy is super- 


















visor. The small loans division also 
has jurisdiction over licensed bail 
bondsmen. This division, the direc- 
tor explains, has much of its ac- 
tivity concentrated in the Chicago 
area both for small loans’ operations 
and with bail bondsmen. 

Another feature soon to be in- 
augurated, Director Jones announced, 
is that a greater number of hearings 
and conferences will be held in Chi- 
cago. In the past, he said, it has fre- 
quently been the case that when 
hearings and conferences have been 
held in Springfield, delays have oc- 
curred when important records were 
in company files in Chicago. 

Announcement was also made that 
space for holding the examinations 
for agents’ and brokers’ licenses con- 
ducted at regular intervals by H. 
Walter Hanson, Jr., Supervisor of 
the License Division, will be pro- 
vided in the Board of Trade Building 


Missouri Superintendent 
Appoints New Aides 


SUPERINTENDENT OF INSURANCE, 
EDWARD L, SCHEUFLER OF MISSOURI 
has announced the appointment of 
several new aides to assist him in ad- 
ministering the affairs of the Insur- 
ance Department. Frank J. Loren 
of Kansas City, Missouri, has been 
named a Deputy in the Insurance 
Department succeeding Lee W. Byars 
of Columbia, Missouri. Mr. Byars 
will resume active law practice in 
his home city. 

The appointment of Roy G. Diep- 
enbrock of St. Louis, Mo., as actu- 
arial assistant in the Insurance De- 
partment was also announced by 
Superintendent Scheufler. Previously 
the Superintendent had named Ar- 
thur R. Thompson, Jr., of Warrens- 
burg, Missouri, as an actuarial as 
sistant in the Department. 

Mr. Loren, the new Deputy, is 
forty-five years old. He has been in 
the insurance business in WKansas 
City, Missouri, for approximately 
twenty-two years and recently was 
associated with R. V. Jones & Sons, 
Inc., as a broker. He attended Kan- 
sas University prior to entering the 
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World War I; was with the regular 
army two years as a lieutenant. He 
has been active in Kansas City polit- 
ical clean-up campaigns and promi- 
nently identified as a Republican. 

Mr. Diepenbrock, who is forty-one 
years old, attended the Engineering 
School of Washington University of 
St. Louis and is a graduate of City 
College of Law and Finance, St. 
Louis. His actuarial and administra- 
tive experience includes service with 
the Continental Life Insurance Com- 
pany, Central States Life Insurance 
Company, and State National Life 
Insurance Company. He is a lawyer 
and a member of the St. Louis and 
Missouri Bar Associations. 


6 * - 

Insurance In Text Books On 
Economics 

\MONG THE TEXTBOOKS ON ECO- 


NOMICS PUBLISHED IN THE MOST IM- 
portant languages of the world, many 
subjects are treated in a very similar 
fashion while the treatment of other 
subjects varies widely in both scope 
and content. Insurance is an extreme 
illustration of the second group. 

An investigation of thirty-six 
American text books on economics, 
conducted by Dr. Alfred Manes, pro- 
fessor of insurance research at In- 
diana University, covering more than 
27,000 pages shows that only 2.5 per 
cent of these pages are devoted to 
the subject of insurance with .8 per 
cent (205 pages) dealing with pri- 
vate insurance and 1.7 per cent (451 
pages) with social insurance. On the 
other hand, 5.4 per cent of such ma- 
terial is devoted to foreign trade and 
5.3 per cent to banking. However, 
in a dozen leading foreign text books 
in French, Spanish, Italian, and Ger- 
man almost twice as much space 
fractionally speaking is devoted to 
the subject of insurance than in the 
case of the United States. Private 
insurance accounted for three per 
cent of the space and social insur- 
ance for 2.6 per cent. In such texts 
97 per cent of the material deals 
with foreign trade and 5.7 per cent 
with banking. 

The treatment of the subject mat- 
ter of insurance in American text 
books on economics varies widely. 
About one-third of the authors de- 
scribe insurance as a method for risk 
bearing and deal with it in the same 
chapter devoted to other kinds of 
risk bearing. Other authors deal with 
Insurance in connection with the sub- 
jects of capital formation or market 
organization. By a number of au- 
thors, social insurance is considered 
but private insurance is omitted. 
Great differences exist in the treat 
ment of the many branches of insur- 
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ance managed by the Federal Gov- 
ernment. Almost none of the books 
deal with all branches of the subject 
of insurance; and a large number 
make no mention of such matters at 
all. In some cases the word insur- 
ance is not even mentioned in the 
text books. 

A comparison of the role played 
by insurance in the various countries 
with the treatment by economists in 
their text books emphasizes the fact 
that the United States, which is usu- 
ally thought of as leading the world 
in insurance, has lagged behind in 
the development of treating insur- 
ance as an economic science. Almost 
all of the publications on insurance 
deal with its business aspects, with 
the subject of selling insurance espe- 
cially. Relatively little space is given 
by such publications to the more fun- 
damental economic aspects of the 
subject of insurance. 

This state of affairs seems unde- 
sirable both from the point of view 
of insurance and from the point of 
view of economic science. Essen- 
tially, insurance is a composite prod- 
uct of economics. It is depend- 
ent upon no single industry or set of 
industries. It is even more general 
in its application to the various phases 
of the economic system than bank- 
ing. Therefore more attention should 
be given to the treating of insurance 
in terms of its significance for the 


entire economy and the social life 
of the nations. 
* e e 


Drafted Agents May Maintain 
License Renewal Eligibility 


DIRECTOR OF INSURANCE PAUL F. 
JONES OF ILLINOIS HAS MADE PUBLIC 
a procedure whereby licensed agents 
and brokers who enter the military 
or naval service may maintain eligi- 
bility for renewal of their licenses, 
even though absent on active duty at 
points where it would be impracti- 
cal and in many cases impossible for 
them to comply with the former re- 
quirements of the law requiring an- 
nual applications for renewal. 

In order to remedy the situation, 
the last legislature amended the 
Agents’ and Brokers’ License Act as 
follows : 

“That no application for renewal of 
such license shall be required of any 
person, while licensed, other than tem- 
porary, to, act as an agent, broker, solic- 
itor or company service representative 
under the provisions of this act, has 
heretofore entered or enters the mili 
tary or naval service of the United 
States until sixty days after the termi 
nation of such military or naval service.” 

In making the provisions of this 
amendment operative, the following 
procedure has been outlined in a 
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ruling applying to Section 11 of the 
Agents’ and Brokers’ License Act: 

“An individual licensed at the time 
of entering the military or naval service 
of the United States, notifying the Di- 
rector of Insurance of that fact, shall be 
eligible: (a) to receive licenses for a 
period of 1 year after the termination of 
such service under the same classifica- 
tions as held permanently at the time 
of entry into the service without the 
necessity of satisfying the examination 
requirement; (b) to receive commission 
or brokerage upon insurance business 
serviced by a licensed person designated 
to handle the absentee’s insurance busi- 
ness. The Director shall be notified as 
to the name of the designated person; 
and (c) to receive agents’ or brokers’ 
licenses without filing the renewal ap- 
plication during the period of his serv- 
ice or until 60 days after its termination. 

“If the absentee continues to be li- 
censed as an agent, the person desig- 
nated to handle the business shall be 
licensed as a broker or solicitor and 
shall have power of attorney to coun- 
tersign applications, or policies in the 
name of the individual in the service for 
the companies for which the absentee 
is licensed as an agent. 

“Tf the absentee does not continue to 
be licensed as an agent, the person desig- 
nated to handle the business shall be 
licensed as an agent for each company 
with which business is placed for the 
absentee. 

“If the absentee desires to have solici 
tors licensed to represent him he must 
be licensed as an insurance agent or 
broker. The solicitor shall have power 
of attorney to act for and on behalf of 
the absentee. 

“The Director of Insurance shall be 
notified immediately after the termina- 
tion of such military or naval service, 
in order that such person may comply 
with Section 11 within the period of 
sixty days after such termination. 

“A certified copy of the power of 
attorney, as required above, shall be 
filed with the Director.” 


April New Life Business 
‘ Decreases 5.5% 


NEW PA‘D-FOR LIFE INSURANCE FOR 
APRIL SHOWED A DECREASE OF 5.5% 
as against the same month of last year 
according to a report recently for 
warded to the United States Depart- 
ment of Commerce by the Association 
of Life Insurance Presidents. The 
amount for the first four months of 
this year was 16.8% greater than 
for the corresponding period of 1941. 

Ordinary insurance totalled $361.- 
238,000 in April compared with 
$463,069,000 for the same month a 
year ago, a decrease of 22% ; indus 
trial insurance $139,022,000 against 
$147 ,462,000, a decrease of 5.7% : 
group insurance $124,823,000 against 
$51,096,000, an increase of 144.3%. 
Total life insurance written during 
April amounted to $625,083,000 
against $661 ,627,000 or a decrease of 
5.5% as compared with the same 
month last year. 
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CASUALTY 
NEWS... 


Agree to Cover Emergency 


Use of Autos Without Charge 


IN A MOVE OF FAR-REACHING IM- 
PORTANCE TO AUTOMOBILE OWNERS, 
the American Mutual Alliance, the 
Mutual Casualty Insurance Rating 
ureau and the National Bureau of 
Casualty and Surety Underwriters on 
May 1 released the foliowing agree- 
ment of their members and subscrib- 
ers by which the signatory companies 
undertake, for no additional premium 
and without endorsement of policies, 
to construe policies now in force and 
hereafter written as covering certain 
emergency use of automobiles. 

In recognition of the participation 
hy the public in war and defense ac- 
tivities requiring use of automobiles 
and in order to facilitate such par- 
ticipation, the insurance companies 
named below have agreed to con- 
strue automobile liability insurance 
as also affording protection in ac- 
cordance with the provisions set forth 
below. This additional protection is 
provided without payment of addi- 
tional premium and without endorse- 
ment of policies. 

Sach subscriber hereto agrees that 
such automobile bodily injury and 
property damage liability insurance 
as is afforded under a policy issued 
by it will be construed as follows: 
‘1. Insurance applicable to an auto- 
mobile owned or hired by the named 
insured or owned and used by others 
for the named insured, will be construed 
to apply, subject otherwise to all pro- 
visions of the policy, 

(a) to any emergency use, by or in 
behalf of any duly constituted civil or 
military authority, in furtherance of war 
or defense activities against recognized 
enemies of the United States, or 

(b) to any use, by or in behalf of 
American Red Cross, Office of Civilian 
Defense or other similar recognized or- 
ganization, in furtherance of such war 
or defense activities. 

2. If insurance is afforded by the pol- 
icy to any individual with respect to 
his operation of or presence in automo- 
biles of others, such insurance will be 
construed to apply, subject otherwise 
to all provisions of the policy, to any 
automobile while used, except in the 
employment of said individual, as stated 
in the preceding paragraph. 

This agreement is effective with 
respect to accidents which occur on 
and after May 1, 1942, and will con 
tinue for the duration of the war. 
This agreement shall not affect action 
taken by any company with respect 
to accidents which occurred prior to 
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the effective date hereof. 

Since the beginning of the war, 
hundreds of thousands of people have 
become engaged in voluntary war 
and defense activities. Many of these 
people use automobiles, either owned 
by them or furnished by the organi- 
zations for which they are working, 
in the discharge of their voluntary 
duties. Naturally questions have 
arisen concerning the insurance pro- 
tection afforded by automobile lia- 
bility insurance. 

The first question was _ broadly 
whether automobile liability insur- 
ance would be affected by operation 
of the insured automobile during ab- 
normal conditions, such as blackouts, 
air raids and other emergencies. Com- 
panies have explained that such con- 
ditions do not affect automobile 
liability insurance, provided the use 
to which the automobile is put dur- 
ing such conditions is one covered 
by the policy during normal condi- 
tions. This naturally led to a second 
question or series of questions relat- 
ing to the varied uses to which the 
automobile might be put during an 
emergency or practice for an emer- 
gency. Although companies have in- 
dicated in their answers to specific 
questions that their policies would 
be construed broadly on these points, 
it has seemed desirable to announce 
the above quoted formal agreement 
which is equivalent to a broadening 
amendment of all automobile liability 
insurance issued by the signatory 
companies. 

If an automobile is properly cov- 
ered by automobile liability insurance 
for the uses to which it is normally 
put, the owner and operator will be 
just as fully protected with respect 
to its use under the conditions stated 
in the agreement. And, if the owner 
or operator has insurance covering 
his liability for the operation of au- 
tomobiles of others, he will be just 
as fully protected for the operation 
of any automobile under the condi- 
tions set forth in the agreement. 

All automobile owners and users 
would do well, therefore, to make 
certain that their present automobile 
liability insurance is adequate for 
their normal operations and require- 
ments, both as to scope of coverage 
and as to amount. 


March Traffic Deaths 
Down 11% 


TRAFFIC DEATHS IN THE UNITED 
STATES IN MARCH WERE I1 PER CENT 
under those of the same month a 
year ago — definitely establishing 
the downward trend in fatalities 


which began with an 8 per cent drop 
in February — according to statistics 
compiled by the National Safety 
Council. The March toll was 2,440 
as contrasted to 2,740 last year. 
While March deaths were greater 
than for the same month in 1938, 
1939 and 1940, the importance of 
the reduction is emphasized by con- 
trast with the 16 per cent death in- 
crease last December — the first war 
month — and a similar rise for 194] 
as a whole. 

Mileage reports for March are only 
fragmentary, the Council points out, 
but figures for February showed a 
3 per cent increase in travel over 
the same month a year ago. Thus 
there is offered for the first time, the 
Council states, positive proof that 
the February drop in traffic deaths 
— the first in eighteen months, was 
not due to a corresponding decrease 
in travel. 

The fact that curtailment of cars 
and tires have failed to bring an 
expected drop in mileage probably 
can be attributed, in part at least, 
to last fling drivers and war boom 
transportation. 

On the other hand, it is obvious 
from the lower traffic toll that mo- 
torists are driving more cautiously 
to conserve their cars, and forego- 
ing long distance, high speed trips 
that have accounted for many traffic 
deaths in the past. 

This is borne out by the fact that 
figures for the first quarter of the 
year show that both deaths and mile- 
age have gone up in the city and 
down in the country. 

Motor vehicle deaths for the first 
quarter of the year totaled 7,930, .as 
compared with 8,260 last year — a 
drop of 4 per cent. 


Illinois Eases Statistical Data 
Required of Auto Companies 


IN A BULLETIN ADDRESSED TO ALL 
COMPANIES WRITING MOTOR VEHICLE 
lines in Illinois, Director Paul I’. 
Jones of the Department of Insur- 
ance canceled the requirements of 
companies for coding and recording 
detailed data on all automobile cov- 
erages during the war emergency. 
Difficulty of companies to compile 
the required data because of short- 
age of experienced personnel brought 
on by the war is given by Director 
Jones as the explanation for this 
action. 

The order cancels instructions con- 
tained in a bulletin issued March 10. 
Companies will, however, be re- 
quired to complete the report of 
experience on bodily injury and prop- 
erty damage for the policy years 
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1940, 1941, according to instructions 
issued under the 1940 call and en- 
closed with Department bulletin AR- 
55 sent under date of March 24. 

Director Jones’ bulletin to the 
companies follows: 

“On March 10, 1942, this Depart- 
ment issued bulletin AR-54 announcing 
a simplified statistical coding plan ap- 
plicable to Illinois automobile bodily 
injury and property damage liability 
business. The simplified coding plan 
was adopted in an endeavor to assist 
the companies by curtailing the amount 
of detailed data during the war emer- 
gency. 

“Since the adoption of the simplified 
coding plan, we have been advised by 
many companies that the loss of experi- 
enced statistical personnel, due to the 
war situation, has been very great. Some 
companies have advised us that it will 
be almost impossible for them to prop- 
erly record the required data. 

“The companies are experiencing the 
same difficulty on fire, theft, collision 
and miscellaneous coverages. 

“In view of these conditions, this De- 
partment has decided to discontinue the 
requirements for coding and recording 
detailed data on all automobile cover- 
ages during the present emergency. 

“The only figures the Department 
will ask for until further notice will be 
the statement of experience by cover- 
ages (statewide) which is filed each 
year on or about May 1. 


“Companies will be required to com- ° 


plete the report of experience on bodily 
injury and property damage for policy 
years 1940 and 1941, according to in- 
structions under the 1942 call enclosed 
—- AR-55 dated March 24, 


Casualty Actuarial Society 
Meeting 


THE 58TH REGULAR MEETING OF 
THE CASUALTY ACTUARIAL SOCIETY, 
held at the Hotel Biltmore, New 
York City, on May 15, attracted a 
gathering of 60 members of the So- 
ciety and 21 officials of casualty com- 
panies. 

Presiding over the meeting was 
Ralph H. Blanchard, Professor of 
Insurance, Columbia University, 
president of the Society. His presi- 
dential address “Insularity in Insur- 
ance” is reproduced elsewhere in this 
issue, 

A new approach to the problem of 
analyzing organizing, deputizing and 
supervising the operation of a budg- 
etary plan, by which operating ex- 
penses can be charted on a basis that 
will have a predetermined percent- 
age relationship to the estimated 
premium income for the same period, 
was outlined by William F. Dowling, 
in his talk on “Budgeting by Casu- 
alty Insurance Companies”. 

A detailed explanation of the vari- 
ous automobile voluntary assigned 
risk plans was presented by Cornelius 
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G. van der Feen. The history, basic 
provisions, major differences in the 
various plans, administration expense, 
rates charged, experience, and other 
pertinent facts concerning the plans 
were set forth in this address. 


Thomas O. Carlson, in his address 


on “Actuarial Analysis of Retrospec- 
tive Rating” presented an examina- 
tion of the technical aspects of the 
retrospective rating principle. 

In discussing “Premium Collections 
on Punch Cards” D. M. Pruitt out- 
lined the mechanics of premium ac- 
counting. He told of the development 
of the various methods used, such as 
detailed ledger, the abstract ticket, 
the punch card ticket, the alphabeti- 
cal interpretive punch card, and brief- 
ly touched on the advantages and dis- 
advantages of each method. 

Other speakers at the meeting in- 
cluded Clarence W. Hobbs, special 
representative, National Council on 
Compensation Insurance, who dis- 
cussed “State Regulation of Insur- 
ance Rates” and Charles J. Haugh, 
who commented on ‘The Compre- 
hensive Insurance Rating Plan’. 


Mutual Company Official 
Elected Bank Vice President 


G. LESTER MARSTON, VICE-PRESI- 
DENT AND MANAGER OF THE CLAIM 
department of the American Mutual 
Liability Insurance Company of Bos- 
ton, has been elected vice-president 
of the Medford (Massachusetts) Sav- 
ings Bank. For the past eleven years 
Mr. Marston has been a trustee of 
the bank. For many years Mr. Mars- 
ton has also been a member of the 
corporation of the Boston Penny Sav- 
ings Bank. 





G. LESTER MARSTON 
Elected Vice President of the Medford 
Savings Bank. 
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Insurance Librarians Set for 
Annual Meeting 


MARIANA THURBER OF THE EM- 
PLOYERS MUTUAL LIABILITY INSUR- 
ance Company, chairman of the in- 
surance group of the Special Libra- 
ries Association, whose annual con- 
vention will be held at the Hotel 
Statler, Detroit, June 18-20, an- 
nounces that insurance librarians will 
find much of interest in the program. 
There will be four insurance group 
round-table sessions on ‘‘War I‘iles’’, 
“Legislative Material”, “Study of 
Best Work in General Fields In- 
cluded in Insurance Libraries”, and 
“Tducational Work in the Insurance 
lield”. Featured speakers at these 
sessions will be Miss Pat Kleiman, 
Ohio Farm Bureau; Miss Evelyn 
Waterloo, Kemper Insurance; Mr. 
P. M. Schmidt, Hardware Mutual 
Casualty Company; and Miss Mary- 
alice Thoms, Phoenix Mutual Life 
Insurance Company. 

The insurance group will also par- 
ticipate in two joint meetings on 
“Washington Libraries and the War” 
and “The Problems Created by the 


Discontinuance and Alteration of 
Statistical and Qther Information 
Services”. 

* a * 


Minnesota Implement 
Changes Name 


AT THE ANNUAL MEETING OF THE 
POLICYHOLDERS OF THE MINNESOTA 
Implement Mutual Fire Insurance 
Company of Owatonna, Minnesota, 
on April 21, the Articles of Associa- 
tion of the company were amended 
to change the name from Minnesota 
Implement Mutual Fire Insurance 
Company to Mutual Implement and 
Hardware Insurance Company. 

e e e 


Credit Men Hold Annual 
Meeting 


A DISCUSSION OF THE GENERAL PROB- 
LEMS OF INSURANCE-CREDIT RELA- 
tions and a series of reports on con- 
tact experience with credit men and 
credit associations highlighted the 
10th annual meeting of the insurance 
group of the National Association of 
Credit Men held in Cincinnati, Ohio 
on May 13. The group met in con- 
junction with the 47th annual Credit 
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Congress of Industry and the annual 
convention of the National 
tion of Credit Men. 

William J. Claussen, credit man- 
ager and treasurer of Hibbard, 
Spencer, Bartlett Company of Chi- 
cago in an address on “One Credit 
Manager’s Version of Insurance” 
stated that the most modern buildings 
are doubtful protection against gen- 
eral conflagration. Every stock of mer- 
chandise, he pointed out, regardless 
of the manner in which it is guarded, 
is constantly under the shadow of 
possible destruction by fire. Fire in- 
surance has become such a recognized 
necessity in business, he continued, 
that when a merchant makes a state- 
ment that he carries no fire coverage 
and does not believe in it, it is time 
to question his ability to handle his 
affairs. 

(ther speakers at the one day meet 
included Don C. Campbell, credit 
manager, America lore; J. Dillard 
Hall, assistant agency director, 
United States Fidelity & Guaranty 


Associa- 


Co.; E. B. Moran, National Associa- 
tion of Credit Men; Lb. J. Weldon, 
Dulaney, Johnston, and Priest, 


Wichita, Kansas; William A. Earls, 
arls-Blaine Insurance Agency, Cin- 
cinnati; Harold J. Lowry, Michigan 
Mutual Liability Company, Detroit ; 
and W. S. Kuffel, Phoenix Insur- 
ance Company, Chicago. 

Present officers of the Insuranace 
(Group were re-elected. Tlicy are: D. 
C. Campbell, chairman; J. M. Eaton, 
\merican Mutual Alliance, Chicago ; 
T. Alfred Fleming, National Board 
of ire Underwriters, New York; J. 
Dillard Hall, United States Fidelity 
and Guaranty, Baltimore; H. J. 
Lowry, Michigan Mutual Liability 
Company, Detroit; G. H. McClure, 
lLumbermens Mutual Casualty Co., 
Chicago, vice chairmen; and FE. B. 
Moran, National Association of 
Credit Men, Chicago, secreetary. 

ee @ @ 


Wisconsin 1752 Club Stages 
Series of Meetings 


rHE 1752 CLUB OF WISCONSIN RE- 
CENTLY STAGED A SERIES OF THREE 
very successful meetings about the 
state — at Madison, Marshfield and 
\ppleton. The meetings were con- 
ducted by G. E. Borst, president of 
the Club. 

Speakers and their subjects in- 
cluded H. C. Weiss, Madison, who 
discussed “The Future of Our Busi- 
ness’; R. H. Barton, Milwaukee who 
took as the subject of his address 
“Write Them Right’; A. L. Lott, 
Milwaukee who explained in detail 
the “New Optional Policy”; S. W. 
Otto, Milwaukee who talked on “Ex- 
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tended Coverage”; C. S. Tess, Mani- 
towoc whose subject was “Additional 
Coverages”; and R. H. Krieger, West 
Bend and L. R. McDonald, Milwau- 
kee who discussed collections and 
losses respectively. 

In addition, two very interesting 


reels of film were shown on “The 
Bombing of London’’ and_ the 


“Proper Handling of 


Bombs”’. 


Incendiary 


Observance of 
Flag Day 
June 14, 1942 


The Office of Civilian De- 
fense urges that all citizens take 
proper steps for the celebration 
of Flag Day on June 14th to em- 
phasize that the United States 
and the governments of the 
twenty-five other nations of the 
world have joined in an all-out 
endeavor to destroy the present 
Axis powers. Full cooperation is 
asked with all programs under 
the auspices of national, state, 
city or business groups. 

Display of our own flag and 
the flags of the Allied nations 


so far as practicable is requested. 


New England Agents Form 


Mutual Association 

IN SPITE OF THE FACT THAT IT 
WAS TILE FIRST DAY OF GASOLINE RA- 
tioning, nearly one hundred agents, 
representing five New England states, 
gathered at the Statler Hotel on May 
16 to organize the New England 
Association of Mutual Insurance 
Agents. 

Although the organization will be- 
come a part of the National Asso- 
ciation of Mutual Insurance Agents, 
with offices in Washington, D. C., 
the Boston meeting was sponsored by 
New England agents and the entire 
program made up of New England 
men. 

W. Harold Howatt, Springfield 
agent, who served as chairman, was 
elected president of the new Asso- 
ciation. Serving with him are: Vice- 
presidents, John H. Whorf of Bos- 
ton, representing Massachusetts ; 
Charles D. Colton of Windsor Locks, 
representing Connecticut ; Chester T. 
C. Davis of Manchester, representing 
New Hampshire; Harold Holt of 


Providence, representing Rhode Is- 
land, and Lewis P. Smith of Bangor, 
representing 
treasurer, 
Worcester. 


Maine, and 
Ernest H. 


secretary- 
Smith of 


Immediately upon his appointment 
to the presidency of the Association 
Mr. Howatt appointed a bylaws com- 
mittee consisting of George A. Pease, 
Northampton, Massachusetts, chair- 
man; William J. Burton, Woodbury, 
Connecticut, and Ernest H. Smith, 
Worcester, Massachusetts. 

A number of prominent mutual fire 
and casualty company officials, asso- 
ciation executives and others, ad- 
dressed the meeting. They included 
George M. Williamson, H. M. Ward- 
well, Bryson F. Thompson, Forrest 
E. Wheeler, Frederick T. Cronin, 
Martin P. Luthy, Raymond C. Baker, 
and Joseph D. Sullivan. 


April Fire Losses Down 5% 

FIRE LOSSES IN THE UNITED STATES 
DURING APRIL TOTALLED $27,960,000 
— a decrease of $1,370,000 or 5% 
under the figure reported for the same 
month last year — according to pre- 
liminary estimates of the National 
Board of Fire Underwriters. The 
April total was $2,545,000 or 8% less 
than the estimated loss for the pre- 
ceding month. 

Losses for each month of 1940 and 
1941 and for the first four months of 








1942 are shown in the following 
table: 
1940 1941 1942 

Jan. $ 36,260,650 $ 26,470,000 $ 35,565,000 
Feb. 34,410,250 26,102,000 30,819,000 
Mar. 29,788,800 31,471,000 30,505,000 
Apr. 26,657,190 29,330,000 27,960,000 
Total 

four 

Mos. $127,116,890 $113,373,000 $124,849,000 
May 23,446,590 25,637,000 ......... 
June 19,506,000 24,943,000 ......... 
July 20,322,800 23,698,000 ......... 
Aug. 20:722100 24122000 ......... 
Sept. 21,198,000 24,668,000 ......... 
Oct. 22,091,140 30,833,000 ......... 
Nov. 23,449,000 23,822,000 ......... 
Dec. 26,617.000 31,261,000 _....-.0+% 
Total 

2 


12 
Mos. $306,469,520 $322,357,000 
ee @ 


Dr. Harry J. Loman Named 
Dean of New Institute 


DR. HARRY J. LOMAN OF THE 
WHARTON SCHOOL OF FINANCE AND 
Commerce, University of Pennsyl- 
vania, it is announced, has accepted 
the Deanship of the newly organized 
American Institute for Property and 
Liability Underwriters, Inc., and will 
begin his services on July 1 with of- 
fices at 133 S. 36th St., Philadelphia, 
Pennsylvania. 

John A. North, president of the 
Board of Trustees of the Institute, 
in announcing Dr. Loman’s selection 
as Dean, stated that much time and 
effort were given to the search for 
a man to take full charge of the In- 

(Continued on page 16) 
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Chicago was the site of the 1942 wartime meeting of the Chamber of Commerce of the 
United States. 


National Chamber Reviews 


W artime Needs 


HE problems arising from 

conversion of business and 

industry to a full war econ- 
omy dominated the thirtieth an- 
nual meeting of the Chamber of 
Commerce of the United States, 
which was held April 27-30 in 
Chicago. 

Elected president of the organi- 
zation to succeed Albert W. 
Hawkes was one of the youngest 
men ever named to that post — 
Eric A. Johnston, president of the 
srown-Johnston Company of Spo- 
kane, Wash. Ellsworth C. Alvord, 
Washington, D. C., attorney, was 
elected treasurer. John W. O'Leary, 
Chicago, was renamed chairman of 
the executive committee. 

Divisional vice-presidents — se- 
lected were: William K. Jackson, 
Boston, Mass., vice-president of 
the United Fruit Company; Carl 
D. Brorein, Miami, Fla., president 
of the Peninsula Telephone Com- 
pany; Roy C. Ingersoll, Chicago, 
president Ingersoll Steel and Disc 


Division of Borg-Warner Corpora- 


ton; Bernard F. McLain, Dallas, 
Texas, general manager of the 
Hart Furniture Company; I. N. 


Tate, St. Paul, Minn., president of 
the Weyerhaeuser Sales Company ; 
and Albert C. Mattei, San Fran- 
cisco, Cal., president of the Hono- 
lulu Oil Corporation. 

Carl.N. Jacobs, president of the 
Hardware Mutual Casualty Com- 
pany, Stevens Point Wis., was re- 
elected to the post of director for 
insurance. The other insurance di- 
rector is John M. Thomas, Pitts- 
burgh, Pa., whose term expires 
next year. 

Trophies were awarded to the 
thirty-four wnning cities and coun- 
ties in the 1941 fire waste contest 
and health contest, and the many 
hundreds of cities and counties 
which participated were acclaimed 
for their effective contribution to 
the success of these two nation- 


.wide conservation movements. Fire 


waste contest awards were made 
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by Robert P. Barbour, United 
States manager of the Northern 
Assurance Company, and health 
contest awards were made by Dr. 
Henry F. Vaughn, dean of the 
University of Michigan’s School 
of Public Health. 

The meeting of the insurance 
session was one of the most 
heavily attended in recent years, 
and was presided over by John L. 
Train, president of the Utica Mu- 
tual Insurance Company, Utica, N. 
Y. Speakers at the meeting were 
Dr. S. S. Huebner, professor of in- 
surance of the University of Penn- 
sylvania; Paul F. Jones, Illinois 
state director of insurance; and 
Reginald B. Fleming, insurance 
manager of the Commonwealth & 
Southern Corporation, New York, 
and vice-president of the insurance 
section of the American Manage- 
ment Association. 

e * * 

N commenting upon insurance 

supervision under war conditions 
Illinois’ director of insurance [aul 
F. Jones asserted that individual in- 
surance companies may live or die 
according to the human skill or hon- 
esty of their managements, but that 
the war is an incident and not a de- 
termining factor in the future of in- 
surance. 

“Any appraisement of the insur- 
ance industry develops the fact that 
it is one of the world’s greatest ag- 
gregations of wealth’, he declared. 
“It has been put together by mil- 
lions of people over the last century 
and placed in the hands of a rela- 
tively few companies in which they 
have implicit confidence. Good man- 
agement and supervision have led 
the American people to embrace the 
protection afforded by insurance con- 
tracts to a greater extent than any 
of the world’s peoples.” 

“Long before Pearl Harbor the 
task forces of the insurance industry 
began their work, With the inception 
of the defense program the great 
associations of mutual and stock fire 
and casualty companies joined with 
the Federal Bureau of Investigation 
and the Army and Naval Intelligence 
services to safeguard privately-owned 
plants operating on orders vital to 
American defense. 

“Recognizing that continuity of 
production cannot be maintained in 
fire, explosions, and accidental in- 
juries are permitted to occur, the 
industry surveyed its report on in- 
dustrial plants and suggested to the 
Government conditions which, if not 
corrected, were likely to delay seri- 
ously the production of war mate- 
rials. Approximately seven thousand 
trained engineers and investigators 
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reported on exposures touching fire, 
sabotage, accident and power supply. 
Suitable locations for the storage of 
crude rubber, cork, raw silk, wool, 
nitrate of soda and other materials 
have been established. Assistance in 
the development of essential stand- 
ards, fifty-five safety codes, traffic 
surveys, pooling of transportation, 
preparation of war publications 
touching fire, malicious mischief, air 
raid precautions, and other subjects, 
educational programs among military, 
naval, and industrial men and wo- 
men — these activities and many 
others which originated as far back 
as 1940 have been expanded and 
enlarged as American industry moves 
relentlessly toward its peak of war- 
time production. These things have 
been voluntarily, quietly and swiftly, 
without publicity and without fan- 
fare. But the men of the insurance 
industry are not thinking of credit 
or praise. They are thinking that 44,- 
QOO workmen were killed and 3,500,- 
000 were injured in 1940, a loss of 
420,000,000 man-days of labor.” 


“There has been much specula- 
tion as to what will happen to the 
insurance industry during and after 
the war period. * * * As for fire 
and casualty companies it is ob- 
vious that many lines will be more 
active than under normal conditions. 
The protection of expanding indus- 
try is their responsibility. Even loss 
or damage to property which may 
result from enemy attack — includ- 
ing any action taken by the military, 
naval, or air forces of the United 
States in resisting attack — is to 
be provided for, and this protection 
doubtless will be extended to cover 
the losses at Pearl Harbor on Dec. 
7, 1941. The responsibility for pro- 
tection against damage which may 
be caused by bombing or other ac- 
tion of war has not yet been com- 
pletely established, but Congress al- 
ready has created the War Damage 
Corporation and has authorized the 
Reconstruction l‘inance Corporation 
to finance that Corporation to the 
extent of a billion dollars. The in- 
surance industry stands ready to 
cover these losses under suitable 
reinsurance agreements with the 
lederal Governmeni, or stands pre- 
pared to give to the government ex- 
perience and knowledge for the pur- 
pose of covering these risks for the 
government. In any event it is quite 
clear that these losses which Amer- 
ican citizens must expect will soon 
be adequately and completely cov- 
ered. 

“The trend of supervsion as the 
war progresses is not clear. We seem 
to be living in an era of paradox. In 
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order to check inflation we limit the 
things our dollars can buy in order 
to buy more with the dollars we 
have. In order to win our fight for 
freedom we surrender our liberties 
and willingly accept conscription, 
priorities; and censorship. Since 
strikes may mean defeat and an end 
to the right to strike, labor has sus- 
pended its right to strike. And as 
a nation all of us regiment ourselves 
to fight and die because we covet 
peace and a life of freedom. 


“Insurance will not escape the 
trend of the times. Already state 
supervisors cooperating with the Fed- 
eral Government have exercised for- 
bearance in order to preserve for the 
future the right to forbid. But not- 
withstanding these apparent incon- 
sistencies, when the peace is won, 
monetary values, competitive mar- 
kets, freedom of action, collective 
bargaining, and free enterprise will 
have been preserved and restored to 
a free America. Insurance will sur- 
vive this present war and its after- 
math, just as it survived the first 
World War and the subsequent eco- 
nomic chaos. I believe this to be 
true because insurance is founded in 
actuarial science and based on the 
law of mathematics. It will survive 
whether this war be won in six 
months or six years. The war is an 
incident, not a determining factor, 
in the future of insurance. And su- 
pervision, like management, will be 
good or bad, will succeed or fail, 
according to the capacity and in- 
tegrity of the men in whom the pub- 
lic places its trust. The principle 
of insurance is sound and enduring. 
It will live in the post-war era of 
Germany, Italy, and Japan, as well 
as in America, Britain, and the 
United Nations. At the moment su- 
pervisors of insurancé are confronted 
with the same challenge that con- 
fronts every industry, business, and 
individual in the nation — a chal- 
lenge that calls for the suppression 
of self-interest, the rigid imposition 
of self-discipline, and the restraint 
of competitive rivalry where such 
rivalry will undermine or destroy 
the faith of our people in the prin- 
ciple of free enterprise under a re- 
publican form of government.” 


OME of the practical problems 

which must be faced today by 
the insurance buyer for industry 
were listed by insurance manager 
Reginald Fleming of the Common- 
wealth & Southern Corporaton, 
New York. He contended that de- 
spite greatly changed conditions 
there is nothing really new about 


any of the insurance problems 
which war has raised, at least not 
to the extent that their solution 
requires the application of new in- 
surance principles. He said: 


“I gather from listening to con- 
versations among insurance company 
people, agents, brokers and manu- 
facturers that these days and con- 
ditions are posing a great many of 
what are called ‘new insurance prob- 
lems’, and that there is by no means 
anything like unanimity of thought 
as to what the answers are. It seems 
to me that the principal difficulty and 
the principal reason for the confusion 
— and there is confusion — is the 
refusal or the inability, or perhaps 
just the plain inertia, to take the 
trouble to determine the correct per- 
spective point and proceed from 
there. Confusion as to the problem 
exists in the offices of insurance com- 
panies, agents, brokers and manufac- 
turers. The list would be incomplete 
and the opportunity wasted if we 
leave out these Governmental offices, 
agents and corporations which fix the 
insurance requirements for contrac 
tors and operators under the nation’s 
war effort. There is just as much 
confusion among those Governmental 
people who establish the insurance 
requirements and then change and 
re-change and change them again. 


“T am what might be termed a 
buyer of insurance. So in treating 
this subject of ‘Industry’s New In- 
surance Problems’ I do so, not from 
the viewpoint of telling the com- 
panies or the agents or the brokers 
how to run their businesses, but 
from the viewpoint of the fellow in 
industry who wants the answers to 
the why, the what, the when and the 
how of insurance protection, 


“What are these new insurance 
problems? (1) There is the matter 
of providing satisfactory policies to 
Governmental agencies in connection 
with Government contracts; (2) 
There is the question of following 
changes in prices to meet the co 
insurance requirements of policies: 
(3) There are the increased difficul 
ties which hold harmless agreements 
which each manuiacturer or sup 
plier or contractor or sub-contractor 
seems more determined than ever t 
require from the other fellow and 
which introduce innumerable com 
plexities into insurance policies; (4) 
There is the difficulty of getting ade- 
quate and continuous coverage on 
ocean ships and cargoes, for instance 
on account of diversion from des- 
tinations, etc.; (5) There is the 
question of the insurance treatment 


(Continued on page 24) 
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The Future of Insurance 


An Address 
By DR. S. S. HUEBNER 


PROFESSOR OF INSURANCE 
UNIVERSITY OF PENNSYLVANIA 
Before the annual meeting of the Chamber of 
Commerce of the United States, Chicago, 
Illinois, April 28, 1942. 


T is always dangerous to assume 

the role of a prophet, and par- 

ticularly in turbulent times like 
the present. Following so huge a 
war, we shall no doubt be faced with 
many hard problems, such as burden- 
some taxation, business changes in 
many directions, considerable social 
unrest, rearrangement in buying 
power with a substantial temporary 
lowering in the standard of living, 
terrific unemployment for a consider- 
able period, numerous violent inves- 
tigations under governmental aus- 
pices, and a strong trend toward in- 
flation. Yet I feel that, with respect 
to the future of insurance, I am jus- 
tified in being optimistic. After all, 
the problems I have mentioned are 
but big incidents, just as war itself, 
is a rude incident, in the long-run 
scheme of things. Let us not forget 
that business may flourish ultimately 
from hardship, and that real progress 
often comes more from a struggle 
with tough difficulties than from soft 
repose amidst ease and plenty. Let 
us also bear in mind that the think- 
ing portion of our population increas- 
ingly regards insurance as outstand- 
ing stabilizing factor in a changing 
economic world. 

Above all, however, I feel confi- 
dent because I regard the Amer- 
ican people as dependable opponents 
against forces desiring excessive in- 
flation or, worse still, a debasement 
of our currency. These two dangers, 
so often the result of war, are prone 
to lead to violent national socialism, 
designed to overthrow the middle 
class and to crush private initiative 
or free enterprise, the greatest single 
creative and productive asset that 
any nation can have, and the asset 
that more than any one thing has 
made this land of ours the great rich 
country it is. If we remain steadfast 
in preserving free enterprise, so that 
we may continue to think and ex- 
press and act our own thoughts, 
without the coercion and regimenta- 
tion of a national socialistic fist — 
and I assume that we shall have the 
good sense to remain steadfast — 
then I know that the future of in- 
surance is assured. 

My optimism, assuming our stead- 
fastness as a people, is due to two 
main reasons. In the first place, in- 





surance, or risk and risk bearing, as 
it is often referred to in economics, 
is an unavoidable phase of all of 
our economic life, and has no sub- 
stitute. Economists have made an 
error in assuming that all of man’s 
economic activities may be classified 
as coming under one or more of four 
categories, namely, Production, Ex- 
change, Distribution, and Consump- 
tion. No wonder they have had a 
difficult time to place insurance logi- 
cally under some one of these four 
divisions of economics. Wealth, it 
is true, is produced, exchanged from 
place to place, distributed from indi- 
vidual to individual, and finally con- 
sumed by an ultimate consumer. But 
wealth also needs to be protected. 
Insurance (risk and risk bearing) 
is really distinctive in its economic 
function. It is a separate and distinct 
fifth division of the science of eco- 
nomics. Wealth — consisting of both 
human life values and property val- 
ues — needs to be protected against 
loss from a host of hazards. Risk 
and risk bearing, scientifically con- 
sidered, is inherent in and an integral 
part of every phase of our economic 
existence. The assumption and eval- 
uation of that risk, as well as its 
elimination through prevention ef- 
forts in the first instance, are the 
functions of insurance. There is no 
way to avoid insurance, unless we 
are grossly foolish, and there is no 
substitute. 

Secondly, I am optimistic because 
of the opportunities for the creation 


of an enormous amount of new 
wealth — both human life as well 
as material wealth — after this war 


is over, and this greatly increased 
wealth will have to be protected 
through the medium of insurance. 
War is a rude incident by way of 
wastage and destruction along pro- 
ductive lines. But after the duration, 
the horrible gap caused by war needs 
to be replenished. Many talk about 
the absence of frontiers as compared 
with the past. That line of thinking 
is foolish. We have done little more 
than scratch the surface in this great 
land. The future still lies ahead, if 
man will but follow the opportuni- 
ties. If we remain steadfast in pre- 
serving free enterprise, there will be 
boundless opportunities along crea- 


May, 1942—11 


tive wealth-producing lines, with re- 
spect to both human life values as 
well as the material wealth that 
human lives create. And those op- 
portunities will be reflected in a cor- 
responding growth in the volume of 
insurance. 

My purpose today is not to deal 
with changes as to details, important 
though they may be. Such changes 
are hard to prophesy. In any case 
they present no insurmountable dif- 
ficulties. Rather I wish to speak of 
the future of certain big fundamental 
developments as they affect the va- 
rious branches of insurance. 


N the field of life insurance, I am 

confident of substantial progress 
along five main lines, which I shall 
endeavor to outline briefly. In all 
of these directions, much stimula- 
tion will come from the enlarged edu- 
cational program, to which I shall 
allude later, and which is designed 
to place insurance more adequately 
on the American educational map. 

(1) A Rapid Growth in the Vol- 
ume of Insurance and Annuities. — 
This growth in volume will be at- 
tributable increasingly to natural de- 
mand and well-organized underwrit- 
ing, and gradually less and less to 
streamline selling tactics. Only about 
one-seventh of the capitalized dollar 
value of human life values in the 
United States is insured today, de- 
spite the 115 billions of outstanding 
life insurance. With respect to ac- 
cident and health insurance, which 
also relate to the protection § of 
human life values, it appears that, 
despite a four-fold increase in pre- 
miums between 1918 and 1940, “not 
more than one gainfully occupied per- 
son in six or seven, allowing for 
duplications, has a policy”. More- 
over, comparatively few, since they 
have not been educated in the mat- 
ter, use life insurance today as prop- 
erty insurance to protect their non- 
life insurance estate at the time of 
death. Comparatively few, likewise, 
have as yet thought of a carefully 
planned program of life insurance to 
meet their family and business needs. 
A relatively small section of our 
middle class, as yet, views life in- 
surance as a creative force highly 
beneficial to the policyholder, in- 
stead of regarding it as an expense 
and burden to be borne grudgingly. 
It is only within the last fifteen years 
that we have begun to teach the 
concept of human life values and the 
outstanding significance of the scien- 
tific treatment of those values along 
the same lines of organization, man- 
agement and final liquidation that 


we have applied for many years to 
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the crganization, management and 
liquidation of our property values. 
Kducation is rapidly throwing a new 
light upon the true economic func- 
tions of life insurance, and the re- 
sult with respect to growing volume 
will be truly astounding before very 
long. 


(2) A Greater Recognition of Life 
Insurance as a Sound Savings and 
Investment Program. — At present 
the American Life insurance port- 
folio totals approximately 32 billions, 
equal to about one-tenth to one- 
eleventh of the total material wealth 
of the nation. This portfolio, I feel, 
will not only greatly increase abso- 
lutely, but will also grow relatively 
when measured in relation to the 
nation’s wealth. It represents the 
nation’s finest investment portfolio, 
owing to the widespread application 
of all of the seven investment aver- 
ages, as well as the use of conserva- 
tive factors of safety. It is ideally 
suited for the proper protection of 
our people against the numerous pit- 
falls in investment. 


| appreciate the difficulties which 
life insurance companies face today, 
owing to declining interest rates and 
the drying up of certain investment 
channels, and the tendency to em- 
phasize death protection in opposi- 
tion to the investment concept. Yet 
the thrift and investment function 
of life insurance one of the great- 
est of all is hound to prevail in 
the long run if life insurance is to 
fulfill its true mission. After all 
from an economic standpoint, life 
insurance is nothing more than a 
two-fold account, one side consist- 
ing of an increasing sinking fund, 
or savings fund, or investment fund, 
and the other side consisting of de- 
creasing term insurance, the de- 
creasing term insurance declining at 
exactly the same rate that the in 
vestment fund continues to increase. 
\t the maturity of the contract, the 
investment fund will have reached 
the face of the policy, while the de- 
creasing term insurance will have 
been exhausted to zero. Outside of 
pure term insurance, what is life 
insurance but a device to assure a 
decent investment estate at the time 
of death for the benefit of depend- 
ents, or at the time of old age for 
the protection of self and dependents, 
or at the time of retirement from ac- 
tive work for the purpose of scien- 
tifically liquidating an accumulated 
fund created either by insurance or 
otherwise, through the medium of 
annuity arrangements. Those out- 
standing functions must be fostered 
for the good of our people, despite 
existing investment difficulties. I feel 
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sure they will be fostered, even 
though it may become necessary to 
base the investment portfolio upon 
a materially lower interest rate as- 
sumption than the one now pro- 
vailing. 

(3) Increased Use of Life Insur- 
ance as Property Insurance. — Here 
I am not alluding to the idea that 
life insurance is property. Everybody 
knows that life insurance is valu- 
able property, except possibly cer- 
tain courts of law. Rather I am 
stressing the thought that life insur- 
ance needs to be used as property 
insurance, just as fire and marine 
insurance are used, to protect the 
policyholder against the loss of his 
tangible property — his non-life-in- 
surance estate. Life Insurance exists 
to protect against the dollar loss of 
human life values, but it also serves 
to protect against the dollar loss of 
material wealth when occasioned by 
the death of the owner. 


When the owner of an estate dies, 
and merely because he dies, that es- 
tate is always subject to enormous 
and unavoidable shrinkage occasioned 
by social, economic and governmental 
demands. Death is inevitably the 
cause of loss to property, just as fire 
may be. I have in mind such fac- 
tors as the cost of the last illness, 
funeral expenses, estate settlement 
costs, post mortem taxes of all kinds, 
loss of good will and intangible, un- 
marketable assets dependent upon 
continued life, loss because of unful- 
filled mortgages and other obliga- 
tions, and loss occasioned by absence 
of a dependable purchase plan ar- 
rangement with respect to interests 
in partnership and close corporations. 
\n entire volume may be written on 
life insurance as property insurance. 
\ll such expenditures and possible 
losses need to be indemnified through 
life insurance, and the deceased’s 
property estate thus be kept intact. 
For the average middle class estate, 
the first four shrinkages, namely, last 
illness expense, funeral expense, es- 
tate settlement costs, and post mor- 
tem taxes, will take conservatively at 
least twenty-five per cent of the es- 
tate, whereas if life insurance were 
used to pay that loss, the estate 
would remain undiminished. 

\ careful analysis of the striking 
force of death, as regards an own- 
er’s existing property, from the 
standpoints of (1) the rate of fre- 
quency of the occurrence within a 
given number, (2) the average size 
of the loss occasioned, and (3) the 
amount of property subject to the 
hazard, will lead us to the conclusion 
that life insurance is really the most 
important of all the forms of prop- 


erty insurance. Death occurs once in 
every three instances during the work 
years of life, between ages twenty- 
five and sixty-five, and thereafter 
death is a certainty. The average 
loss is at least twenty-five per cent 
of all the property involved. More- 
over, the hazard of death extends to 
the entire estate, including even se- 
curities locked within a trust com- 
pany box. Comprehension of this 
all-important concept will be stimu- 
lated greatly by a proper education 
of the property-owning public, and 
the result will be a tremendous in- 
crease in the volume of life insurance. 
People will come to regard life insur- 
ance as a necessity for property pro- 
tection, just as they are in the habit 
of regarding fire, marine, and_ the 
other so-called forms of property 
insurance. 

(4) Increased Use of Life Insur- 


ance for Bequest Purposes. — Col- 
lectively, philanthropic institutions of 
all kinds — colleges and universities, 


hospitals, churches, scientific estab- 
lishments, charities of many kinds, 
etc. — constitute easily the largest 
single economic effort in the nation. 
In the past, such institutions bene- 
fited greatly from the wealthy, who 
gave generously of their existing cap- 
ital accumulations. But now it ts 
recognized, owing chiefly to govern- 
mental policies, that the group of 
wealthy donors will soon be whittled 
down to substantial extinction, and 
that philanthropic institutions — will 
have to look for future effective sup- 
port to the many instead of to the 
few. Yet the many can not give ef- 
fectively out of existing capital, but 
are obliged to contribute small sums 
periodically out of current income. 
| ife insurance is admirably designed 
to enable the many to accumulate 
painlessly such sums, the one, two, 
or five per cent a year out of current 
income, into a substantial total for a 
worth-while social cause at the end 
of a stated number of years. Educa- 
tion of the public will again bring 
about a realistic transition from the 
present dilemma to a practical whole- 
sale plan of contribution from the 
rank and file of the middle class, thus 
again adding substantially to the 
growth in the volume of life in- 
surance. 

(5) Life Insurance Company Par- 
licipation in the Conservation of 
Human Life Values. — We are all 
acquainted with the loss prevention 
work of fire and casualty insurance 
companies, and we all know that pre 
vention of loss in the first instance 
is the greatest insurance of all. As 
Benjamin Franklin emphasized “An 
ounce of prevention is worth a pound 
of cure.” But why should not the 
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same concept be extended to the pre- 


vention of loss occasioned by un- 
necessary illness or premature death 
to insured human life values, par- 
ticularly during the active working 
period of life. Such loss prevention 
work, through effective periodic ex- 
aminations and otherwise, belongs 
peculiarly to the realm of life insur- 
ance company activities. They are 
vitally interested, it is clear, and 
they are also best qualified to un- 
dertake such efforts. The life exten- 
sion service will mean much to the 
policyholder, who can not afford in 
his business or professional life to be 
unnecessarily ill or to die prema- 
turely. It will mean even more to 
the members of his family. It will 
also mean much to society to keep 
educated and trained humans fit and 
useful until the natural termination 
of their working careers. It will also 
be profitable to the insurer to have 
the insured continue to pay premi- 
ums, and to delay the payment of a 
claim, so that the insured may ac- 
cumulate his own sinking or invest- 
ment fund and thus forego collecting 
too soon on his decreasing term in- 
surance account. 

I can not be wrong in that line 
of reasoning. Much has already been 
done by certain companies, but I am 
confident that this service will see 
an enormous extension in the not dis- 
tant future. The insuring public is 
entitled to the service, and education 
will help greatly to promulgate the 
idea far and wide. In the past the 
service has been offered by invitation, 
and many of the public have failed 
to recognize the significance of the 
proffered service. I am wondering 
if it would not be wise to resort to 
education through the pocketbook. 
Fire insurance companies have shown 
us the effectiveness of that type of 
education. I am wondering if in life 
insurance the insured could not be 
motivated by two premiums, a higher 
one if nothing is done and a lower 
one each year if a definite course of 
action be observed. Personally, I 
enjoy the service from two com- 
panies, voluntarily offered, and feel 
grateful and deeply benefited. But 
even though afflicted with indiffer- 
ence in so important a matter, I 
would certainly toe the mark, if I 
could benefit my pocketbook. I am 
wondering also if the time is not 
about at hand when the companies 
will cooperate in the establishment of 
a clearing house arrangement, so that 
all who have given aggregate amount 
of insurance on their lives, irrespec- 
tive of the number of companies 
granting the same, will be entitled 
to a comprehensive periodic checkup, 
and thus extend the service to a 





much larger number of policyhold- 
ers than is possible if each company 
operates separately in the matter. 
® e e 
N view of my introductory re- 
marks, I feel that growth in the 
various forms of property and casu- 
alty insurance should more than keep 
pace with the growth in national 
wealth. I say “more” because our 
educational program will increasingly 
introduce to the public many of the 
types of insurance now used rather 
sparingly. So frequently a buyer of 
property and gasualty insurance fo- 
cuses his attention upon only a few 
of the main types of coverages, 
whereas a little thought would show 
the wisdom, if there is to be a sub- 
stitution of certainty for uncertainty 
of including a larger number, owing 
to their real importance, such as, 
windstorm insurance, profit insur- 
ance, use and occupancy insurance, 
hazards of explosion, water damage 
from bursting pipes, public utility 
along many lines, etc. ; 
_ No doubt there will be an increas- 
ing tendency toward the use of com- 
prehensive policies representing va- 
rious combinations made suitable to 
the needs of different groups of prop- 
erty owners. As I said in a previous 
address before this Round Table: 
“Combining the different hazards 
into a single contract will tend to 
call them forcefully to the attention 
of the prospect, as it did to me. It 
will do much for the arrangement 
of an adequate, all-embracing insur- 
ance program, and will thus spell 
greater certainty to owners in their 
property affairs. It will also appeal 
as affording convenience, directness 
of negotiations, simplification, and 
possibly also economy of operation.” 
* * ® 
HE near future in insurance will 
be marked by an unprecedented 
growth in the institutional point of 
view, i. e., emphasis upon insurance 
as an institution rather than upon 
the individual units which make up 
the calling. And whenever a_ busi- 
ness or calling is viewed as an in- 
stitution, in its welfare relation to 
society as a whole, a well-organized 
and widely used educational program 
at once becomes basic. Judging from 
the experience in other callings, such 
a program already is and will in- 
creasingly follow the pattern of: 

(1) Establishing an educational 
program of degree standards in 
American universities and colleges, 
preferably over a four-year period of 
study, for the callings of life, prop- 
erty and casualty insurance, which 
will comprise all of the general fields 
of knowledge with which the prac- 





May, 1942—13 





titioner should be acquainted, and 
which are essential to the rendering 
of expert service to the insuring 
public. 

(2) Establishing in our universi- 
ties and colleges general survey 
courses in life, property, and casu- 
alty insurance for the lay student, 
as distinguished from specialized in- 
struction for those who intend to 
enter insurance as a calling. This is 
justified because such general insur- 
ance courses are fundamentally im- 
portant and well worthy of incor- 
poration into the prescribed curricu 
lum of collegiate schools of business. 
The subject of insurance is vital to 
the future personal welfare of every 
college graduate, and as a collegiate 
subject a course in insurance is jus- 
tified quite as much as are other sub 
jects now comprising the collegiate 
curriculum, and in some instances 
much more so. A recent survey shows 
that 143 universities and colleges are 
already offering 157 separate courses 
of this character, with an annual en 
rollment well over 6,000. But much 
more can still be done. The potential 
value of survey courses can not be 
over-emphasized. The thousands of 
graduates leaving our universities and 
colleges each year, having had such 
a course, will go back to their re- 
spective communities to take their 
places as leaders in business, teach- 
ing, with the press, in the church, 
with civic and social organizations, 
in legislative bodies, etc., and they 
will go as friends of insurance, pro- 
moting its cause and spreading its 
beneficient influence far and wide to 
family, business, the professions, and 


social institutions. They will also 
furnish from their midst the army 
of needed teachers in colleges, high 


schools, and elsewhere. 

(3) Introducing the subject of in- 
surance — its basic principles and 
economics — into the senior year 
curriculum of our high schools, thou 
sands upon thousands throughout the 
country, on a purely non-partisan, 
non-commercial Only about 
one in ten of high school graduates 
goes further in his organized educa 
tional program, and about nine enter 
at once into family and business life. 
How important, therefore, this step 
would be to the insurance institution 
and to the welfare of our people im 
their daily living. 

(4) Striving to instill in home of- 
fice executives, general agents, man- 
agers, and employers of all kinds 
in insurance, the following guiding 
thoughts : 


basis. 


(a) To keep uppermost in mind 
the concept of insurance as a pro 
fession in its relation to the institu- 
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tional welfare, the public service, and 
proper public relations. 

(b) To.cultivate the ability to 
select underwriting and other per- 
sonnel along careful lines, to obtain 
for this personnel the needed edu- 
cation, and to guide and encourage 
appointees into satisfying careers. 

(c) To contact their local univer- 
sities and.colleges and cooperate with 
them enthusiastically, just as leaders 
do in the fields of law, medicine, en- 
gineering, architecture, teaching, etc. 
Where no institution of higher learn- 
ing happens to be available locally, 
there should be active cooperation 
with the representatives of other 
companies toward the establishment 
of study groups in insurance and its 
allied business subjects, with ade- 
quately paid teachers and on a basis 
of high standards. 

(d) To aim to secure a fair share 
of new man power directly from the 
graduates of institutions of higher 
learning, preferably from those who 
have endeavored to qualify for some- 
thing else and who are induced to 
make a change. Insurance, like other 
professions, must do its share in se- 
lecting and developing in the first 
instance its own new man _ power. 
And in this connection there should 
be active cooperation with the em- 
ployment divisions of institutions of 
higher learning. Such cooperation 
will be appreciated and responded to, 
especially if the selection of the stu- 
dent is made early in his collegiate 
course, preferably at the end of the 
Sophomore year, so that the follow- 
ing two years may include instruc- 
tion along lines best adapted to a 
future career in the chosen line of 
insurance. 


(e) To believe in the value of or- 
ganized education for the demon- 
strated man in his employ, and not 
only for the novice who is just be- 
ginning in the hope of giving him 
quickly a measure of success. Let us 
not forget that a good man can be 
made better through proper educa- 
tion, but a poor stick will remain a 
poor stick irrespective of educa- 
tional endeavors. 


(f) To realize that subordinates 
usually look up to their superiors 
for proper guidance, encouragement, 
and urging along sound career-mak- 
ing lines. An employer who does 
not care to bother with that respon 
sibility is failing in his duty. Anyone 
fortunate enough to become an em- 
ployer has two great obligations. 
One, of course, is immediate produc- 
tion. But the other is the intelligent 
guidance and urging of subordinates 
along proper career-building lines. 
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That, too, is production of a long- 
range and institutional character. 
Other people will have to take our 
places some day, and all callings are 
dependent essentially upon human 
life values. Therefore, employers 
should, as a social and business duty, 
assume seriously this second obliga- 
tion, in the immediate present, to as- 
sure the progress and welfare of their 
profession in the future. 


In any comprehensive program of 
education, like the foregoing, it is 
highly important to have a coordi- 
nating central organization to guide 
the movement, and to keep it en- 
couraged, growing, efficient, and 
high in standards. Such a central 
organization is particularly valuable 
(1) to bring about the creation of 
specialized courses in insurance of 
universities and colleges along the 
lines already indicated; (2) to pre- 
sent the several types of insurance as 
a permanent and satisfying career 
for the able and conscientious, and 
to stimulate them to make the best 
use of their potential powers; (3) 
to establish high educational stand- 
ards on a uniform basis throughout 
the nation, and to administer these 
standards, with accompanying exam- 
inations of degree standards, so that 
properly qualified candidates will be 
recognized with a professional desig- 
nation; (4) to encourage and foster 
the training of candidates in educa- 
tional institutions, and under com- 
petent instructors in qualified groups 
outside educational institutions when 
necessary, for a career in life or 
property and casualty insurance ; and 
(5) to cooperate with educational in- 
stitutions in general insurance edu- 
cation for the lay student. 


Fortunately, two such central co- 
ordinating organizations have already 
been created and Are fairly ade- 
quately financed, on a national scale, 
upon a professional educational 
basis, and upon a professional desig- 
nation of degree standards. Since 
1927, the American College of Life 
Underwriters, awarding the Char- 
tered Life Underwriter (C.L.U.) 
designation, has operated most effec- 
tively in the field of life insurance. 
Today over 2,000 are already the 
holders of the designation, and 3,043 
more have completed the examina- 
tions in part and are well on the 
way to the final objective. Between 
1,500 and 1,600 candidates are tak- 
ing examinations annually, on a four- 
year installment basis. Relations with 
universities and colleges throughout 
the nation are on a most friendly and 
cooperative basis, and the designation 
is viewed with dignity and is sought 
after by an ever increasing number, 


and the whole movement is meeting 
with astonishing success. 


I am pleased to announce that 
early in 1941 the Committee on Pro- 
fessional Standards in Property and 
Casualty Insurance of the American 
Association of University Teachers 
of Insurance extended an invitation 
to the leading national organizations 
in property and casualty insurance 
to consider the advisability of adopt- 
ing a professional program of educa- 
tion comparable to the C.L.U. move- 
ment in life insurance. Duly ap- 
pointed representatives from the va- 
rious organizations met on May 16, 
1941, and unanimously approved the 
idea in principle. At that time va- 
rious committees were appointed to 
work out the details, and on Janu- 
ary 16, 1942, the original group of 
delegates approved the work of these 
committees, and definitely approved 
the creation of the American Insti- 
tute for Property and Liability Un- 
derwriters, Inc., and the professional 
designation (to be awarded by this 
Institute) of Chartered Property 
Casualty Underwriter (C.P.C.U.). 
On April 17 last, all legal matters 
of incorporation in the Common- 
wealth of Pennsylvania were com- 
pleted, and the new American Insti- 
tute is now an established non-profit- 
making corporation. 


In all important particulars, the 
work of the new American Institute 
is modeled upon the American Col- 
lege of Life Underwriters. A compre- 
hensive curriculum has been adopted, 
and it has been decided that the first 
examinations will be held in June, 
1943, at the same time that the 
C.L.U. examinations are held, at the 
same examination centers through- 
out the country insofar as possible, 
and on a basis of standards similar 
to those prevailing in the Chartered 
Life Underwriter movement. I can 
think of nothing else, when speaking 
of the future of insurance, which will 
be more instrumental than the Amer- 
ican College and the American Insti- 
tute in elevating the dignity of in- 
surance with the public, in fostering 
the professional and career concepts, 
in developing the institutional point 
of view, in spreading a knowledge of 
insurance service through the medi- 
um of our educational system, in 
enlarging the growth of all types of 
insurance along wholesome lines, in 
raising the service of the insurance 
calling in the estimation of the pub- 
lic, in fostering good public rela- 
tions, and in giving insurance per- 
sonnel a broader vision, a greater 
feeling of confidence, and a more 
permanent satisfaction in daily work. 
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Insularity In Insurance 


An Adddress 
By RALPH H. BLANCHARD 


PROFESSOR OF INSURANCE 
COLUMBIA UNIVERSITY 
Before the 58th regular meeting of the Casaulty 
Actuarial Society, New York City, May 15, 1942. 


Tce institution of insurance is 
characterized, in the United 
States, by minute differentia- 
tion of form and function. This dif- 
ferentiation has created separate divi- 
sions, each of which carries with it 
a set of interests more or less at 
variance with the interests of other 
divisions. 

First, there is the grand partition 
between the powers of the major 
types of carriers: life, fire-and-ma- 
rine, and casualty. The lines of de- 
marcation are a bit fuzzy in spots, 
but the fields are reasonably distinct. 

Little harm, in fact, probably much 
good, arises from the separation of 
life insurance from other forms of 
business. The life insurance carrier 
deals with a well-defined problem 
which seldom impinges on the pro- 
grams involving other kinds of insur- 
ance. Requirements for safety and 
consequences of failure are peculiar 
to that branch. It is generally agreed 
that the life insurance business should 
be separately conducted and specially 
regulated in the interest of the insur- 
ing public. 

It is difficult, however, to see any 
sound fundamental reason for the 
continuance of the separation between 
fire-and-marine carriers and casualty 
carriers. The historical reasons for 
this separation are clear — but they 
are not persuasive when one analyzes 
the functions of these two types of 
carriers. Were it sought to make a 
functional division, it might be sug- 
gested that, at least, it should not be 
necessary to purchase insurance from 
two different types of carriers in 
order to cover loss of a single piece 
of property, and that the division 
should be between non-conflicting 
forms of insurance, such as insurance 
against loss of physical property, 
third-party insurance, bonds, and dis- 
ability insurance. It is my own belief 
that this problem should be resolved 
by doing away with specific powers 
and permitting authorization of car- 
riers to write any sort of insurance, 
other than life, not contrary to public 
policy. I should hope to see carriers 
making full use of such broadened 
powers and insureds responding to 
their opportunity not only to purchase 
broad coverage but to secure it under 
a minimum number of contracts with- 


out division of responsibility. 

A notable development in the fire 
insurance business is the practically 
nationwide provision of extended cov- 
erage, an extension by endorsement 
of the fire policy far in the direction 
of all-risk coverage, achieved only 
after much travail and over the dead 
bodies of assorted separate policies 
covering windstorm, explosion, riot, 
hail, aircraft damage, and such. But 
certain causes of loss sacred to the 
casualty carrier are omitted or ex- 
cluded from the endorsement, al- 
though Texas permits it to cover loss 
due to explosion of steam boilers and 
related objects “located off the pre- 
mises insured’’, if the loss occurs to 
dwellings or similar specified prop- 
erty. A nurses’ home may secure this 
item of coverage if it is of non-fire- 
proof, but apparently not if it is of 
fireproof construction. A very nice 
distinction ; Canada is reckless enough 
to permit it for any kind of property. 

In casualty insurance, coverage has 
been divided by subject matter of in- 
surance rather than by causes of loss. 
Liability coverage which has been 
issued separately for a variety of 
items is now brought together under 
comprehensive forms. 

The personal property floater is 
available to insureds in about half the 
states, and authority for it was writ- 
ten into the early drafts of the New 
York insurance code, but underwrit- 
ers achieved its elimination, apparent- 
ly to protect themselves against their 
own possible lack of underwriting 
control, and to avoid any change in 
the settled lines between fire-and- 
marine and casualty jurisdiction. 
They feared that perpetual bugaboo, 
disturbance of the business. 

Oddly enough, opposition to ex- 
tension of underwriting powers 
comes principally from those on 
whom the powers would be conferred. 
They are in the position of preferring 
limitation of powers — like old men 
who shun responsibility and new 
problems, preferring to cling to past 
successes rather than to pioneer. I 
venture to think that much adverse 
criticism of the insurance business 
would not arise if its practitioners 
were as interested in developing new 
methods as they are in defending 
what they already have — if they 
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sought as diligently for what is 
worthy in new proposals as for rea- 
sons against their adoption. 

Even between the lines written by 
the same carriers, one finds something 
of the same attitude. No talk on 
suretyship is complete without some 
attempt to demonstrate that bonding 
is not insurance, and that insurance 
methods, particularly in the determi- 
nation of rates, are quite inapplicable 
to that field. Bonding men have an 
unwarrantedly high opinion of the 
mathematical perfection of their in- 
surance colleagues’ calculations, and 
a certain attachment to the pleasures 
of individual judgment and personal 
conference which make them allergic 
to statistical and actuarial practices. 

In the fire-and-marine field, the en- 
terprising and strangely named in- 
land-marine departments were finally 
forced to limit their efforts to write 
insurance against loss instead of 
against loss due to this and that in- 
dividual (and traditionally hallowed) 
cause of loss. Under the nationwide 
definition and various strangling stat- 
utes the field has been divided among 
the various types of underwriters, 
and the fire departments of some car- 
riers have been saved from the en- 
croachments of their own inland-ma- 
rine departments. 

ee @ ® 

O-WHERE does insularity 

show itself more clearly than in 
insurance regulation and there par- 
ticularly clearly in the difficulty ex- 
perienced with rating and coverage 
of interstate risks, whether in the cas- 
ualty or in the fire field. Every sign 
points to the desirability of coverage 
and rating systems coextensive with 
insured business units. But try to 
write an all-inclusive contract, even 
for a single line of insurance, and 
rate it and sell it on a sound basis 
adapted to a modern nationwide in- 
dustrial or commercial business. You 
will find varying contract require- 
ments, resident-agent laws, prohibi- 
tion and limitation of generally 
accepted rating methods, no rate reg- 
ulation in one state and strict regula- 
tion in another. Efforts to cut across 
these difficulties run afoul of the reg- 
ulatory authorities who are often torn 
between local interests, desire to en- 
force the law, and a realization that 
interstate activities call for interstate 
methods. ! 

The weight of authority among stu- 
dents of constitutional law supports 
the belief that, if Congress chose to 
enact regulatory insurance legislation, 

(Continued on page 18) 





1See the interesting articles by Hobbs on State 
Regulation of Insurance Rates in this and the preced- 
ing number of the Proceedings of the Casualty Actua- 
rial Society. 
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Dr. Loman Named 
Dean of New Institute 


(Continued from page 8) 


stitute’s educational work. From the 
outset of its deliberations, the Board 
felt that the Dean of the Institute 
should be one who would have among 
his qualifications the following: (1) 
an extensive experience as a teacher 
and scholar in the fields of property 
and casualty insurance, (2) a con- 
siderable background of experience 
as a writer, (3) a wide acquaintance 
with existing literature in the field 
of insurance, (4) a wide administra- 
tive experience in educational mat- 
ters, (5) an extensive acquaintance 
with deans, directors, and other edu- 
cational officers of the nation’s col- 
legiate schools of business and (6) 
a personality that would blend with 
respect to field work in the promotion 
of the Institute’s cooperative activi- 
ties with institutions of learning and 
outside study groups. Such a man 
was obviously difficult to find, and 
the Board of Trustees considers it- 
self very fortunate in having secured 
the acceptance of Dr. Loman for 
this important post. 

Dr. Loman was born in North 
Wales, Pennsylvania, March 19, 
1896, and received all of his higher 
education, specializing in insurance, 
at the University of Pennsylvania, 
receiving his B.S. in Economics at 
the institution in 1918, his M.A. 
degree in 1921 and his Ph.D. degree 
in 1923. He served in the United 
States Navy during 1918-1919, and 
taught in the insurance officers’ 
school for the United States Navy, 
conducted at the University of Penn- 
sylvania in 1919, 

Dr. Loman’s career at the Univer- 
sity of Pennsylvania has been most 
outstanding. He served as an in- 
structor in insurance during 1919- 
1921, as assistant professor during 
1921-1926, and since 1926 has been 
professor of insurance. Along with 
his teaching career, he has also had 
much administrative experience in 
educational matters, serving as Vice 
Dean of the Wharton School from 
1933-1939, as Associate Dean of the 
Wharton School from 1939 to date, 
and as Director of the Post Gradu- 
ate Division of the Wharton School 
from 1938 to date. At present he is 
also chairman of the administrative 
board of the S. S. Huebner Founda- 
tion for Insurance Education. 

Dr. Loman also served both the 
Federal and the Pennsylvania State 
Government in insurance matters as 
expert in insurance to the United 
States Bureau of War Risk Insur- 
ance, and as insurance consultant to 
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the Pennsylvania State Workmen’s 
Insurance Fund. He has also held 
other insurance consultant positions 
from time to time throughout his 
teaching career. During 1936-1939 
he served as President of the Amer- 
ican Association of University Teach- 
ers of Insurance. He is also a mem- 
ber of the Insurance Society of New 
York, and has served as educational 
adviser to the Insurance Society of 
Philadelphia. 

His authorship comprises “Insur- 
ance of Foreign Credit”, ‘Taxation 
in its Relation to Life Insurance’, 
“Insurance Principles and lractices” 
(co-author with Robert Riegel), “In- 
surance Statistics’, and numerous ar- 
ticles on insurance and _ financial 
subjects. 

Dr. Loman is a member of the 
Beta Gamma Sigma and Phi Gamma 
Mu scholastic honorary fraternities, 
holds membership in the American 
Economic Association, the American 
Association of University Teachers 
of Insurance, and the American As- 
sociation of University Professors. 
He is also Vice Chairman of the 
Board of Trustees of the Thomas 
Skelton Harrison Foundation. 

The Board of Trustees of the 
American Institute for Property and 
Liability Underwriters, Incorporated, 


DR. HARRY J. LOMAN 
Noted educator named Dean of newly organ- 
ized American Institute for Property and 
Casualty Underwriters, Inc. 


held its first official meeting in New 
York City on April 17. Officers and 
standing committees were elected, 
and arrangements were made for the 
first annual examination for the char 
tered property casualty underwriter 
(C.P.C.U.) designation in June, 
1943. The following officers were 
elected : 

Chairman of the Board: S. S. Hueb- 





ner, Professor of Insurance; University 
of Pennsylvania, Philadelphia. 

President: John A. North, Vice-Presi- 
dent, Phoenix Insurance Company, 
Hartford, Connecticut. 

Dean: Dr. Harry J. Loman. 

Secretary: L. G. Purmort, President, 
Central Manufacturers’ Mutual Insurance 
Company, Van Wert, Ohio. 

Treasurer: Otho E. Lane, President, 
Fire Association of Philadelphia, Phila- 
delphia, Pennsylvania. 

Assistant Treasurer-Secretary: Nelson 
B. Yoder, Assistant Treasurer, Fire As- 
sociation of Philadelphia, Philadelphia, 
Pennsylvania. 

Counsel: Robert Dechert, Barnes, 
Dechert, Price and Smith, Philadelphia, 
Pennsylvania. 

The following standing commit- 
tees were elected: 

EXECUTIVE COMMITTEE 
President: John A. North, Chairman. 
The Chairman of the Board and the 

Dean. 

Mr. Kenneth Spencer, President, 
Globe Indemnity Company, New York. 

Mr. J. S. Kemper, President, Lum- 
bermens Mutual Casualty Company, 
Chicago. 

Mr. L. G. Purmort, President, Cen- 
tral Manufacturers’ Mutual Insurance 
Company, Van Wert, Ohio. 

Mr. Arthur C. Goerlich, Executive 
Committee, National Association of In- 
surance Brokers, New York. 
FINANCIAL WELFARE COMMITTEE 

The Chairman of the Board, Chair- 
man. 

The Treasurer. 

Mr. W. E. McKell, President, New 
York Casualty Company, New York. 

Mr. S. Bruce Black, President, Liberty 
Mutual Insurance Company, Boston. 

BUDGET AND INVESTMENTS 
COMMITTEE 

The Chairman of the Board, Chair- 
man. 

The Treasurer. 

Mr. B. S. Flagg, President, Merri- 
mack Mutual Fire Insurance Company, 
Andover, Massachcsetts. 

Mr. Harold C. Conick, Assistant Man- 
ager, Royal Insurance Company, Ltd., 
New York. 

NOMINATING COMMITTEE 
Dr. J. Anderson Fitzgerald, Dean, 

School of Business Administration, Uni- 
versity of Texas, Austin, Texas. 

Mr. C. E. Hodges, Jr., President, 
American Mutual Liability Insurance 
Company, Boston. 

Mr. Julian Lucas, President, Davis, 
Dorland and Company, New York. 

REGISTRATION BOARD 
The Dean. 

Mr. H. P. Stellwagen, Executive Vice- 
President, Indemnity Insurance Com- 
pany of North America, Philadelphia. 

Mr. L. G. Purmort, President, Cen- 
tral Manufacturers’ Mutual Insurance 
Company, Van Wert, Ohio. 

EXAMINATION BOARD 

The Dean, Chairman. 

Dr. Edison L. Bowers, Professor of 
Insurance, Ohio State University, Col- 
umbus, Ohio. 

Dr. David McCahan, Professor of 
Insurance, University of Pennsylvania, 
Philadelphia. 

Mr. Wade Fetzer, Jr., Vice-President, 
W. A. Alexander and Company, Chi- 
cago. 

Mr. Bryson F. Thompson, President, 
National Association of Mutual Insur- 
ance Agents, New Haven, Connecticut. 
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N.F.P.A. MEETING AT ATLANTIC CITY 
STRESSES WAR PROBLEMS 


HE meeting of the N.F. P.A. 

held at Atlantic City on May 
11-14 was as expected full of live in- 
terest induced by the war emergency 
and attracted a record crowd drawn 
from every section of the country. 
Keynoting the convention was the 
talk by James M. Landis, Director 
of the O.C.D., concentrating as it did 
on national defense problems as re- 
lated to fire prevention and fire pro- 
tection. 


While the State Fire Co-ordinators’ 
Forum held the first afternoon of the 
meeting, cannot be reported in de- 
tail because of the confidential ma- 
terial which was brought to light, it 
may be judged from the subjects con- 
sidered that the program was of in- 
tense practical interest. Among the 
topics were “Fire Apparatus’? — 
“Auxiliary Firemen and Rescue 
Squads” — “Operation in Air Raids” 
— “Defense Organization” — ‘State 
Defense Activities” —“Training Pro- 
gram for Auxiliary Firemen”. It was 
interesting and pleasing to note that 
in most*of the states, and particulary 
those that might be subject to enemy 
attack, the problems that may arise 
have been well answered in advance. 
It appears that the state authorities 
have inventoried the apparatus avail- 
able and have made arrangements for 
the most effective use of the appara- 
tus on hand. As outlined in Mr. 
Landis’ speech, the priority situation 
and the small amount of certain cri- 
tical materials has prevented the cities 
from getting all of the auxiliary ap- 
paratus and other equipment that 
they really need to meet an emer- 
gency. However, it does appear that 
they are making the very best use of 
the supplies at hand and this is shown 
in many territories by the setting up 
of state-wide organizations for reliev- 
ing the apparatus of any city that 
might find itself subject to attack and 
be compelled to meet a situation in- 
volving several hundred fires at one 
time. 


It was also encouraging to learn 
that most of the states have been 
going over their regulations regard- 
ing explosives and inflammable ma- 
terials with a view to keeping such 
materials out of the hands of unau- 
thorized persons. From the general 
standpoint of fire insurance compan- 
ies, this is important because it pre- 
vents the promiscuous use of these 
potentially dangerous materials and 
will likely have a long-range benefit 


that will carry over after the present 
emergency has passed. 

Mr. Landis led into the specific 
portions of his speech referred to 
above by a vigorous statement of the 
general emergency proposition which, 
whether we like it or not, any promi- 
nent city in America may find itself 
confronted with at any instant while 
the war dogs of the world are loose. 
He said in part: 

“A new kind of war, terrible and total, 
has brought civilization face to face with 
many new problems. In the field, older 
themes of military tactics have been chal- 
lenged again and again by the modern 
fighting machine with all its unprecedented 
speed and manueverability. Trench war- 
fare has given way to moving lines of 
steel. The range of bombardment has in- 
creased by hundreds, even thousands of 
miles, with the advent of the long-range 
airplane. At home, we have had to face 
in a new way the age-old problem of pro- 
duction. The machine age has meant that 
no simple weapons can suffice the fighter, 
but that armies of men need greater armies 
of equipment. It is not so much the fiercer 
intensity of this war as distinguished from 
the last that has forced so much of our 
civilian production into military needs but 
rather that military needs themselves are 
so much greater that their satisfaction 
leaves neither time nor energy for the 
normal luxuries of living. 

“At home also, thousands of miles away 
from the fighting front, there is the chal- 
lenge of a new warfare. First Rotterdam, 
then London, now fortunately Rostock and 
Tokio are living examples of both the 
measure and the power of these new meth- 
ods of destruction. Indeed, as the test of 
armies is likely to become more and more 
the test of nations to produce and sup- 
ply, this type of warfare is likely to be 
on the ascendancy rather than otherwise. 
Its importance is obvious for the destruc- 
tion of fifty tanks on the battlefront is 
little, very little, as contrasted with the 
destruction at home of a plant capable 
of producting per day, per week, per fort- 
night, five, ten, fifteen or even twenty of 
those same instruments of attack. 

“The English with their characteristic 
habit for under-statement have published 
one of their most important manuals on 
civilian defense a pamphlet under the title 
of ‘Objects° Dropped From the Sky’. It 
describes. of course, the projectiles of 
which airplane is the moving force. Among 
the chief of these projectiles are the de- 
vices employed to use fire as weapons of 
attack.” 

ee ® 

NE of the most interesting and 

valuable talks of the entire pro- 
gram was that given by Edgar A. 
Kirby, District Fire Officer from 
London, England. He described his 
experiences during |ondon air raids 
and gave many suggestions to the 
American firemen for the proper 
handling of the multitude of fires 
that occur under air raid conditions. 
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Mr. Kirby stressed the need for aux- 
iliary water supplies in view of the 
certainty that demolition bombs 
would cause severe damage to exist- 
ing water mains and facilities. 

The presence of several govern- 
ment officials both on the program 
and at the meeting to participate in 
the discussions, proved helpful to 
those attending the meeting. Mr. 
George Angell of the Fire Protection 
Section, Priorities Division, War 
Production Board gave many helpful 
suggestions to the fire department 
officials in order to secure needed 
equipment. Mr. Angell pointed out 
that the Priorities Division needed 
full information and all the details 
possible regarding the need of a muni- 
cipality and its relation to defense 
production in order to determine 
which community really needed the 
fire protection equipment the most. 
He explained that there is not suf- 
ficient material nor production ca- 
pacity available to answer all of the 
needs of American municipalities 
under present conditions. As a re- 
sult, it is necessary to allot new 
equipment to those cities which prove 
the greatest need. Mr. Angell ad- 
vised also that the state co-ordinators 
and officials frequently could be of 
assistance in helping the Priorities 
Division determine relative needs be- 
tween cities in the various states. 

An interesting example of the 
widely varying opinions that arise 
concerning defense problems was 
brought out by the discussion on the 
use of municipal fire alarm equipment 
during air raid conditions. The focal 
point for this discussion appeared to 
be the situation at Washington, D. C. 
The Superintendent of Fire Alarms 
in that city, Mr. Herbert A. lriede 
is an outstanding authority on the 
subject of fire alarms and municipal 
communication systems. Mr. Friede 
has worked out defense plans based 
on centralization of equipment at the 
fire alarm headquarters with auxiliary 
decentralization arrangements to take 
over immediately in case the central 
fire alarm headquarters should be put 
out of action by bombs or sabotage. 
It is Mr. Friede’s thought that co- 
ordination of activities can only be 
accomplished when those activities 
are being directed from a_ central 
point as far as conditions will permit. 
The Office of Civilian Defense on the 
other hand has been urging the adop- 
tion of a decentralization plan setting 
up a number of district headquarters 
within the area on the theory that 
any central office is very likely to be 
put out of action early in a bombing 
raid and would prove to be of little 
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practical value. The Office of Civilian 
Defense through its representatives 
in the discussion however stated that 
it is the established practice of the 
O.C.D. to let details be worked out 
by the local authorities without too 
much interference by the O.C.D. The 
discussion of this point, however, was 
somewhat critical of the O.C.D. be- 
cause of alleged interference in the 
operation at Washington, D. C., in 
the municipal affairs there. This en- 
tire problem was referred to the 
N.F.P. A. committee on Signaling 
Systems and Thermostats for its gen- 
eral recommendation for the handling 
of fire alarm systems under air raid 
conditions. 

The closed session concerned with 
war industry fire protection heard 
both government officials and insur- 
ance company representatives discuss 
the co-ordination of activities be- 
tween the Army, the Navy and the 
insurance companies in their effort to 
protect American industry from sa- 
botage and damage by fire from bom- 
bardment. An outstanding contribu- 
tion to this discussion was that by 
Rear Admiral Howard L. Vickery, 
Vice Chairman of the United States 
Maritime Commission in his talk on 
Fire Safety in Merchant Ship Con- 
struction. Admiral Vickery explained 
that the American standards for con- 
struction of ships are superior to 
those of other maritime nations. The 
present shortage of critical materials 
prevent the American standards from 
being carried out in full on the ships 
being built under the present pro- 
gram. However, Admiral Vickery 
explained that all ships on which the 
standards have had to be lowered are 
being constructed as temporary or 
five-year ships. The ships that are 
planned for long-time service are be- 
ing constructed in full accordance 
with the established fire prevention 
and fire protection standards of the 
Maritime Commission. 

Arson control was thoroughly dis- 
cussed at a closed session by A. 
Bruce Bielaski of New York, Harry 
Rethoret of Montreal and Richard 
C. Steinmetz, Chicago. The paper of 
Dr. Steinmetz appears on other pages 
of this issue. 

The usual technical reports and ac- 
tion on committee reports took place 
at the sessions of the Association. 
Shortage of materials and priorities 
have forced some of the committees 
to change their standards, at least for 
the duration of the emergency. Every 
effort is being made however to pre- 
vent these changes from lowering the 
actual fire protection afforded by 
these devices. ; 
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Insularity in Insurance 

(Continued from page 15) 
it would be sustained by the federal 
courts. A judge of the Supreme Court 
of Tennessee has recently said that 
“it may be conceded that in the 
prosecution of its insurance business 
it (a life insurance company) is en- 
gaged in interstate commerce’.? I 
take no position on the relative de- 
sirability of state and federal regula- 
tion but I do suggest that anyone in- 
terested in the subject would do well 
to read Chapters 19 and 20 of Van 
Metre’s ‘‘Transportation in the 
United States” to learn how it came 
about that the “encroachmnt of fed- 
eral power upon state power has been 
such that the states have been com- 
pelled virtually to abandon the whole 
field of railroad regulation”. The au- 
thor points out that the Hepburn Act, 
providing for drastic federal control, 
was close to defeat when “some par- 
ticularly scandalous financial manipu- 
lation among the Southeastern rail- 
roads became a matter of public 
knowledge”. Note the use that was 
made in the hearings before the Tem- 
porary National Economic Commit- 
tee of the financial manipulation of 
relatively unimportant life insurance 
companies. And, parenthetically, note 
the view-with-alarm tactics of cer- 
tain life insurance people who gave 
those hearings wide publicity and, | 
believe, gave the investigators ideas 
that might not otherwise have oc- 
curred to them. 

Fire and casualty insurance inter- 
ests would do well to put their busi- 
ness in such shape that it will offer 
little opportunity for the same sort 
of treatment. Sore spots existed in 
the life insurance business and they 
were dramatized. With the passing 
of the war emergency, renewed in- 
terest in the fire and casualty insur- 
ance business may be expected. The 
best way to meet such interest is by 
eliminating sore spots in these fields. 

States and insurance groups, snip- 
ing away at each other from their 
separate islands might do well to 
ponder the possibilities of construc- 
tive cooperation in the interest of 
building an improved structure. I 
prefer to think of representatives of 
stock and mutual carriers sitting at 
the conference table to develop a 
standard automobile policy, rather 
than appearing before a Congres- 
sional committee to discuss their rela- 
tive contributions to the Treasury. 

I might go on indefinitely to cite 
examples of insularity and to discuss 
its unfortunate effects. My topics 
would be experience rating, imple- 

“Robinson v. Massachusetts Mutual Life Insurance 


Company, 158 S. W. 2nd 442 (November 29, 1941). 
3 Foundation Press, Chicago, 1939. 





menting the war-damage-insurance 
scheme, graded expense loadings, 
agency relations, and many more. But 
it would be foolish to bring these 
coals to Newcastle. My only purpose 
is to recall to you their existance, to 
ask you to consider the broad prob- 
lems they represent, and to suggest 
that your jobs as actuarial technicians 
will be better done if guided by an 
appreciation of their significance. 

One last word from my own field. 
I have long advocated a functional 
approach to insurance education — 
basic study of the underlying facts 
and theory as they cut across the 
whole insurance institution. It is na- 
tural that, with insurance developing 
along specialized lines, education has 
followed. I seem to find increasing 
sympathy for educational synthesis, 
and I hope that it may contribute 
something to the growth of a less 
parochial outlook in the business of 
insurance than has been in vogue 
heretofore. 


Michigan 1752 Club Holds 
First Annual Meeting 


THE FIRST STATE-WIDE MEETING OF 
THE 1752 CLUB OF MICHIGAN HELD 
at the Olds Hotel in Lansing May 19, 
drew an enthusiastic gathering of 
more than 150 local mutual agents. 

Kugene P. Berry, Commissioner of 
Insurance of Michigan who gave a 
short address of welcome, was intro- 
dubed by club president, Max M. 
Henderson of the Shelby Mutual. 
leatured speakers at the meeting 
were Ambrose B. Kelly, general 
manager of the American Reinsur- 
ance Company, Chicago, Illinois, who 
delivered an address on “Why Mu- 
tual Insurance”, and Philip L. Lald- 
win, executive secretary of the Na- 
tional Assn. of Mutual Ins. Agents. 


- Standard Fire Policy 


(Continued from page 4) 

The explosion or lightning exclu- 
sion has been changed to loss occur 
ring “as a result of explosion or riot, 
unless fire ensue, and in that event 
for loss by fire only”. The reference 
to “lightning” has been removed be- 
cause it is now covered in the insur- 
ing clause, 

The revised policy contains a new 
provision that “Any other peril to 
be insured against or subject of in- 
insurance to be covered in this pol- 
icy shall be by endorsement in writ 
ing hereon or added hereto.” 

The definition of “Noon” in_ the 
present policy has been removed and 
the insuring clause now includes the 
following : 

“At noon, Standard Time, at location 
of property involved.” 
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Is Arson Under Control? 


An Address 

By DR. RICHARD C. STEINMETZ 
CHIEF INVESTIGATOR 

MILL MUTUAL FIRE PREVENTION BUREAU 


CHICAGO, 


ILLINOIS 


Before the Fire Marshal’s Section of the 

Forty-sixth Annual Meeting of the National 

Fire Protection Association, Atlantic City, 
New Jersey, May 12, 1942 


S arson under control? This 

question may lead to consider- 

able controversy and much dis- 
agreement on the part of those who 
attempt to discuss it. 

The person who assumes the crime 
of arson is under control may find 
to his dismay that such is not the 
case. In fact, he may be shocked to 
learn that in some instances, arson 
has actually been encouraged al- 
though this may have been due to 
thoughtlessness, indifference, lack of 
diligence, or sheer ignorance. 

Because of the nature of the prob- 
lem, the answer to the question of 
arson control must be somewhat 
speculative. If the answer is to be 
a positive one, and we hope it is, 
much optimism may be needed. 

A mere recital of statistics rela- 
tive to arson arrests and convictions 
may be one way of attempting to 
answer this question, but such in- 
formation tells us just a very, small 
part of what we should want to 
know concerning the problem. 

Before attempting to answer this 
question, wouldn’t it be well to ask 
in retaliation, “What arson prob- 
lems are there which require con- 
trol?’ Or to be a bit more blunt, 
why not ask the question, ‘““What do 
we know about the arson problem ?” 
Tersely stated, if we wish to be hon- 
est about the matter, in all likeli- 
hood, the answer may be, ‘““Compara- 
tively little’. However, many will 
not be inclined to agree with such 
a reply. 

An examination of the literature 
on the subject of arson does not fur- 
nish us with much information re- 
garding the nature of the problem. In 
fact, a large majority of the writ- 
ings, with the possible exception of 
the law of arson, have been rather 
brief and limited in their scope. 

Law enforcement officers are usu- 
ally inclined to think of arson as 
either just another crime problem 
or the kind of problem to be handled 
by specialists. Officers who main- 
tain the arson problem should be 
handled by specialists have undoubt- 
edly come to that conclusion because 
ot their unsatisfactory attempts to 
deal with it or because they know 





about the difficulties which seem to 
arise in nearly every case if it is 
to be properly handled. Most inves- 
tigators who have had a broad ex- 
perience in the field of crime detec- 
tion will invariably admit they would 
much prefer working on any other 
kind of case than one in which the 
problem of arson is involved. They 
seem to feel they have a better op- 
portunity to do more satisfactory 
work on other investigations and 
that experience plus possession of 
specialized technique in the investi- 
gation of arson cases is absolutely 
essential. The number of investiga- 
tors possessing these qualifications 
are few in number for the work 
which should and could be done by 
them. 

In order to have effective arson 
control, we should conduct a great 
deal of research in that direction. It 
is maintained that when an attempt 
is made to deal with a problem in 
an effort to control it, one must find 
out just what kind of a problem 
exists. 

Who is the arsonist? What kind 
of property is damaged and de- 
stroyed by this fiend? Where is 
this crime committed? Why do we 
have an arson problem? How does 
the arsonist commit this crime and 
how is it detected? When does the 
arsonist prey on society? These are 
just a few of the questions with 
which we are confronted, and they 
have not been answered with any 
degree of complete satisfaction. 

During the period 1936 to 1940, 
the arrests for arson reported to the 
lederal Bureau of Investigation in- 
creased annually. (See Table Num- 
ber I.) During 1941, there were 910 
arrests for this crime reported to the 
I. B. I. as compared with 1081 for 
the year 1940. This represented a 
decrease of 15.8 per cent. Is the de- 
crease in arrests proof there was 
less arson committed in 1941 than 
in 1940? Those who reply in the 
affirmative are compelled to rely on 
opinion rather than factual data. The 
number of arrests for arson cannot 
be used‘as a reliable basis for deter- 
mining the extent of the number of 
incendiary fires which have occurred. 
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Perhaps newly appointed investiga- 
tors in some states were unable to 
secure sufficient information to make 
an arrest because they lacked experi- 
ence and proper training. Perhaps 
there were more fires set for the 
purpose of defrauding the insurers. 
Many of these fires are set in such 
a manner that it is much more dif- 
ficult or practically impossible to es- 
tablish the corpus delicti than where 
fires have been set for some other 
reason. Possibly the fire marshal was 
compelled to spend more time on in- 
spection work and less time on the 
investigation of fires of unknown or 
suspicious origin. Or it may be ad- 
justers were not on the alert to the 
extent they should have been in look- 
ing for and reporting circumstances 
which would indicate that perhaps 
the fire was “off color’. Some people 
rather familiar with the situation 
are of the opinion adjusters are not 
asking for investigators to the ex- 
tent they should. We do not know 
whether such contentions are cor- 
rect, but it is a matter which could 
be given some study. 


HOSE who maintain that the 
number of arrests for a crime is 
indicative of the amount of crime 
committed should give some atten- 
tion to a comparison of the arrests 
for other crimes reported to the F. 
B. I. and the estimated number of 
crimes committed during that period. 
Let us consider the crimes of 
burglary, robbery and larceny as 
compared with the crime of arson. 
(See Table Number II.) These of- 
fenses against property for gain rep- 
resented over 83 per cent of the 
crimes committed in 1941, according 
to F. B: I. reports. More than 59 
per cent of the crimes were larcenies, 
21 per cent were burglaries, and 3.1 
per cent were robberies. 

It will be recalled that arrests for 
arson decreased 15.8 per cent in 1941. 
An analysis of data reported to the 
F. B. I. during 1941 indicates the 
arrests for burglary — breaking or 
entering — decreased 13.8 per cent 
as compared to 1940. Robbery ar- 
rests decreased &.2 per cent and 
larceny — theft — decreased 6.5 per 
cent. Although the reported arrests 
for burglary decreased 13.8 per cent, 
the F. B. I. estimated commission 
of the crime decreased only 4.4 per 
cent. Reported arrests for robbery, 
as previously mentioned, decreased 
8.2 per cent, but the estimated com- 
mission of the crime decreased 6.7 
per cent as compared with the com- 
mission of robbery in 1940. 

As evidence that the number 
of arrests is not indicative of the 
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Table Number I* 


Arrests for 


ARSON 


Reported by Law Enforcement Agencies 


in the United States 


to the Federal Bureau 


and Its Possessions 


of Investigation, by Sex 


1936-1941, inclusive 


Sex 
Year Male Female 
1941 $28 82 
1940 Q87 94 
1939 881 76 
1938 875 66 
1937 771 68 
1936 747 74 


Total 

30th Change 

Sexes Number Per Cent 
910 —171 —15.8 
1081 +124 +13.0 
957 + 16 + 1.7 
941 +102 +12.2 
839 + 18 + 2.2 
821 


*Data compiled from information appearing in “Uniform Crime Reports for the 
United States and Its Possessions”, Quarterly Bulletins issued by the Federal 
Sureau of Investigation, United States Department of Justice, Washington, D. C. 


Table Number II* 


Arrests for 


ARSON 


Reported by Law Enforcement Agencies 
in the United States and Its Possessions 
to the Federal Bureau of Investigation 
as Compared with Arrests Reported for 
Burglary — Breaking or Entering, 
Robbery, and Larceny — Theft 


1936-1941, 


inclusive 


Arson Surglary Robbery Larceny 

Per Per Per Per 

Cent Cent Cent Cent 
Year Number Change Number Change Number Change Number Change 
1941 910 —15.8 30,037 13.8 12,165 —8.2 58,396 —6.5 
1940 1,081 +-13.0 34,829 2.8 13,251 - 4 62,440 —2.4 
1939 957 b a2 35,827 ee 13,302 —9I.5 63,947 +1.7 
1938 94] ee 35,778 +10.3 14,698 +6.7 62,848 +6.0 
1937 839 1 2.2 32,438 + 9.3 13,779 +4.3 59,281 +8.3 
1936 821 29,686 13,215 54,733 


*Data compiled from information appearing in “Uniform Crime Reports for the 
United States and Its Possessions”, Quarterly Bulletins issued by the Federal 
Bureau of Investigation, United States Department of Justice, Washington, D. C. 








number of offenses committed, your 
attention is called to the fact that 
for 1941 the arrests for larceny de- 
creased 6.5 per cent, but the F. B. I. 
estimated that the commission — of 
this crime during that year actually 
increased 1.9 per cent. 

During 1940, the arrests for arson 
reported to the FF. B. I. increased 
13 per cent whereas the reported 
arrests for burglary decreased 2.8 
per cent, for robbery .4 per cent, 
and for larceny 2.4 per cent. One 
cannot refrain from wondering what 
caused the comparatively large in- 
crease in arson arrests for that year 
and the decrease in the arrests for 
the other three offenses against prop- 
erty. Was the arsonist more active 
or the investigator more efficient ? 
Such questions should be answered 
before we know whether arson is 
under control, 

Since we have referred to burg- 
lary, robbery and larceny, let us con- 
sider briefly another aspect of the 
problem as compared with arson. Ac- 
cording to F. B. I. reports, the aver- 
age value of property stolen per of- 
fense of robbery in 1941 was $112.37, 
for burglary $60.56, and for larceny 
$29.84. The total average for these 
three crimes was $202.77 and the 


total value of the property stolen was 
$16,491 403.24. Of this amount, 21.8 
per cent was recovered. 

The average value of the automo- 
biles stolen in 1941 was $458.00 and 
the total value was $27,389,155.38. 
Recoveries were effected in 95 per 
cent of the cases. 

There is some indication that these 
crimes are under control. We know 
that considerable time and money 
as well as some research is constantly 
being conducted to control them. 

The amount of damage and de- 
struction in the United States by 
fires of incendiary origin is unknown 
although various authorities have es- 
timated at different times that from 
10 per cent to even as much as 50 
per cent of the fire losses have been 
due to incendiarism. We do not 
know how much damage has been 
done by fires set by those arrested for 
arson or convicted for this crime. 

The fire loss in the United States 
in 1941 was estimated to be about 
$322,357,000. If 25 per cent of 
that loss was due to incendiarism, 
the arsonist destroyed property val- 
ued at $80,589,250. If this is correct, 
it may be asserted that almost 5 times 
as much property was destroyed in 
the United States in 1941 by incen- 


diary fires than the value of the 
property stolen by those who commi- 
ted burglary, robbery and larceny. 
Enormous sums have been spent to 
control the three crimes just men- 
tioned and over 400,117 actual of- 
fenses were committed during 194], 
What has been done in comparison to 
control the crime of arson which is 
sometimes referred to as ‘““The Crime 
of Crimes”? 

An item of interest in reference 
to the subject of the cost of incen- 
diarism in the United States is the 
information released several years 
ago by the National Fire Protection 
Association. It was estimated the 
average cost of fires due to sparks 
from machinery and friction was 
$585.00, electrical fires averaged 
$472.00, flammable liquids $286.00, 
heating, etc., $260.00, and smoking 
and matches $186.00. Fires listed as 
“Cause Unknown” averaged $333.00 
and the average value of property 
destroyed because of incendiarism 
was $950.00. What do we know 
about the circumstances under which 
those fires occurred? What lessons 
were learned and could be learned 
which would aid us in reducing that 
average ? 

An examination of information in 
the “Handbook of Fire Protection” 
gives us additional data which should 
cause us to wonder whether the 
crime of arson is really under con- 
trol. A compilation of the data re- 
ferred to indicates 24 per cent of 
lumber yard fires, 12 per cent of 
cotton gin fires, 12 per cent of broom 
and brush factory fires, 8 per cent 
of fires which damaged or destroyed 
apartment and tenement houses, and 
8 per cent of buildings under con- 
struction are of incendiary origin. 
We find that 7 per cent of the saw 
mill fires and 7 per cent of the cot- 
ton warehouse fires which occur are 
set by arsonists. In 6 per cent of 
the tobacco factory fires the torch 
of the incendiary has been the cause. 
Grain elevators, theatres, and whis- 
key distilleries are also subject to 
the attack of the arsonist as it is 
found that 5 per cent of these fires 
are of incendiary origin. Mercantile 
stores and even silk mills are vis- 
ited by the fire fiend for we find 
that 4 per cent of such fires are set. 
Woodworking establishments and dry 
cleaning plants do not escape the 
arsonist because 3 per cent of such 
fires are of incendiary origin. This 
data serves to remind us that the 
attacks of the arsonist are not con- 
fined to a particular class of occu- 
pancy. 

What are the circumstances under 
which these incendiary fires occur? 
Why is it that 24 per cent of the 
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lumber yard fires and only 3 per cent 
of the dry cleaning plants were of 
incendiary origin? What were the 
motives for these fires? What lessons 
were learned or could be learned by 
making a thorough study of these 
cases? How can such findings be 
used to prevent or reduce the oc- 
currence of these fires? Is a different 
technique required to investigate a 
grain elevator fire where incendiarism 
is suspected than where the torch has 
been applied to an apartment or 
tenement house? 


In which class of fires by occu- 
pancy have investigators been able 
to secure sufficient information to 
make an arrest or to actually se- 
cure a conviction? In which class 
of such fires is a confession or plea 
of guilty more readily obtainable? In 
which class do we find fires set for 
financial gain more numerous? Is 
it possible to secure a larger percent- 
age of convictions in one class of 
fires, where occupancy is considered, 
than in another class? If so, why? 


HEN considering control of 

the crime of arson, do we have a 
sex problem? Several years ago, Chief 
Fire Marshal Thomas P. Brophy 
of New York City made the follow- 
ing statement: “Women play an im- 
portant part in incendiarism, and I 
do not want you to think that men 
alone exercise a monopoly’ in the 
fiendish work of setting fires. Some 
of the most adroit and skilled in- 
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cendiaries are women. I have found 


mothers of families — yes, even a 
grandmother — who did not hesitate 


to engage in this cold-blooded, dia- 
bolical business of burning homes for 
money, and they were entirely indif- 
ferent to what might happen to their 
neighbors.” 

During 1941, the F. B. I. received 
reports on the arrest of 82 females 
for arson. (See Table Number III.) 
This number represents over 9 per 
cent of the total arrests reported 
for that crime — a higher percent- 
age than during the past five years. 
‘or purposes of comparison, we find 
that only 2.22 per cent of the ar- 
rests in 1941 for burglary and 5.1 
per cent of the arrests for robbery 
were females. In the case of larceny 
during that year, 9.35 per cent were 
females. 

The percentage of arrests of fe- 
males is increasing annually. What 
do we know about the female incen- 
diary? Is the arrest percentage in- 
creasing because of the increasing ef- 
ficiency of the arson investigator or 
has she concluded the crime of arson 
does pay? Is she a “lone wolf”, an 
operator of a “ring’’, or a mere ac- 
complice? With what degree of suc- 
cess does the arson investigator work 
ona case where a female is suspected 
of arson as compared with the inves- 
tigation of a case where the suspect 
is a male? Is the investigation tech- 
nique different? What are the mo- 
tives for arson on the part of the 
female? If we hope to control the 
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crime of arson, we should be able 
to answer these ‘and many other 
questions. 

Another problem with which we 
should be concerned is that concern- 
ing race as related to the crime of 
arson. One-fifth of those reported 
arrested in 1941 to the F. B. I. were 
Negroes. (See Table Number IV.) 
This represented an increase of 3 per 
cent as compared with 1940. When 
considering some other crimes against 
property, we find that, according to 
I. B. I. data, 27.41 per cent of those 
arrested for burglary, 34.2 per cent 
of those arrested for robbery, and 
31.05 per cent of those arrested for 
larceny were Negroes. 

What kind of fires are the Negroes 
setting? What are the causes for 
their activities in this field of crime? 
To what extent does race prejudice 
figure in the arrest and conviction of 
Negroes? What are the circum: 
stances which lead to their arrest? 
Is there a need for Negro arson in- 
vestigators? Where are these crimes 
occurring and why the gradual an- 
nual increase in the percentage of 
Negroes arrested for incendiarism ? 
Are the incendiary fires being set by 
the Negroes in the North or in the 
South? If the suppression of crime 
is one of our tasks and if society is 
to be protected against the depreda- 
tions of such criminals, we must be 
able to answer these and many other 
questions pertaining to the subject. 

How much incendiarism is due to 
the activities of foreign-born Whites 
as compared with the native Whites ? 
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Table Number III* 
Arrests for ARSON 
Law Enforcement Agencies 
United States and Its 
to the Federal Bureau of Investigation 
as Compared with Arrests Reported for 


Possessions 


Surglary — Breaking or Entering, Robbery and 
Larceny — Theft, and All Other Offenses, by Sex 


1936-1941, inclusive 


Crime 
and 1941 1940 1939 1938 1937 1936 
Sex No. Per Cent No. Per Cent No. Per Cent No. Per Cent No. Per Cent No. Per Cent 
Arson 
Male 828 90.99 987 91.30 881 92.06 875 92.99 771 91.90 747 90.99 
Female 82 9.01 94 8.70 76 7.94 66 7.01 68 8.10 74 9.01 
910 1,081 957 941 839 821 
Burglary 
Male 29,371 97.78 34,204 98.21 35,241 98.36 35,240 98.50 31,915 98.39 29,126 98.11 
Female 666 Zike 625 1.79 586 1.64 538 1.50 523 1.61 560 1.89 
30,037 34,829 35,827 35,778 32,438 29,686 
Robbery 
Male 11,544 94.90 12,662 95.56 12,729 95.69 14,120 96.07 13,216 95.91 12,578 95.18 
Female 621 5.10 589 ‘ S73 4.31 578 3.93 563 4.09 637 4.82 
12,165 13,251 13,302 14,698 13,779 13,215 
Larceny 
Male 52,938 90.65 57,094 91.44 59,113 92.44 58,399 92.92 54,946 92.69 50,069 91.48 
Female 5,458 9.35 5,346 8.56 4,834 7.56 4,449 7.08 4,335 7.31 4,664 8.52 
58,396 62,440 63,947 62,848 59,281 54,733 
All Offenses (1) 
Male 572,769 90.83 557,063 1.47 533,102 92.40 516,596 93.19 484,177 93.08 427,919 92.71 
Female 57,799 9.17 51,950 8.53 43,818 7.60 37,780 6.81 35,976 6.92 33,670 7.29 
630,568 609,013 576,920 554,376 520,153 461,589 


(1) Not limited to specific crimes listed in the table. 


*Data compiled from information appearing in “Uniform Crime Reports for 


terly 





the United States and Its Possessions”, Quar- 
Sulletins issued by the Federal Bureau of Investigation, United States Department of Justice, Washington, D. C. 
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What about fires set by Greeks, Ger- 
mans and Italians? Do the Jews fur- 
nish us with an arson problem? 
These questions have been asked ever 
so Often but have never been an- 
swered with any degree of certainty 
or satisfaction. Can we be convinced 
an earnest effort should be made to 
get at the facts in connection with 
such questions if we want to attempt 
to control the crime of arson? 

To what extent are arsonists first 
offenders? Is there a tendency on 
the part of arsonists to repeat com- 
mission of the same crime? These 
are additional questions constantly 
confronting us and we do not have 
the answers. An examination of F. 
B. I. reports — the only source of 
information available on the subject 
— shows that of the 910 arson ar- 
rests for 1941 reported to that Bu- 
reau, there were 173 individuals 
found to have had a record of one 
or more prior convictions. They con- 
stituted 19.01 per cent of the entire 
number arrested for arson and their 
convictions included 195 major of- 
fenses and 191 minor offenses. (See 
Table Number V.) Undoubtedly 
many more of these had a previous 
finger print and arrest record al- 
though such information for 1941 
has not been included in the F. B. I. 
reports. It will be recalled, for ex- 
ample, that over 31 per cent of those 
reported arrested in 1940 had a 
previous finger print record. 

Why did those recidivists resort 
to arson in 1941? What crimes had 
they previously committed? How 
many of them committed arson a 
second or a third time? Did they 
believe arson was more lucrative than 
some other crime they committed ? 

Are some of the recidivists ar- 
rested for arson persons who should 
not have been released from an insti- 
tution handling mental cases? Are 
they parole violators? How many 
were placed on probation following 
conviction of some crime and then 
committed arson ? 

We find that during 1941, 33.45 
per cent of those arrested for burg- 
lary had a prior conviction record, 
that 38.75 per cent of those arrested 
for robbery and 31.02 per cent of 
those arrested for larceny had a rec- 
ord of one or more prior convictions. 
We should attempt to find out 
whether recidivists who commit ar- 
son are more successful in evading 
detection than those who commit 
other crimes against property. 

* + 
A‘ what age do criminals com- 
mit arson? An analysis of F. 
3. I. data for the year 1941 indi- 
cates 16.7 per cent of those reported 
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arrested for arson were under twen- 
ty-one years of age, 30.33 per cent 
were between the ages twenty-one to 
twenty-nine years, 21.10 per cent be- 


tween the ages thirty to thirty-nine 

years, 18.46 per cent between the 

ages forty to forty-nine years, and 
(Continued on page 26) 








Table Number IV* 
Arrests for ARSON Reported By Law Enforcement 
Agencies in the United States and Its Possessions to the Federal Bureau 


of Investigation as Compared with Arrests Reported for Burglary — Breaking or 

Entering, Robbery, and Larceny — Theft, and All Other Offenses, by Race 

1941 
Crime All 
Other 

Race Arson Burglary Robbery Larceny Offenses (*) 
White 
Number 703 20,810 7,385 38,427 452,275 
Per Cent 77.25 69.28 60.71 65.81 71.73 
Negro 
Number 188 8,233 4,138 18,134 148,119 
Per Cent 20.66 27.41 34.02 31.05 23.49 
Indian 
Number 1 108 37 208 3,624 
Per Cent 11 .36 .30 .36 57 
Chinese 
Number 1 16 20 26 775 
Per Cent i 05 16 04 12 
Japanese 
10 5 10 510 
ly | ere .04 .04 .02 09 
Mexican 
Number ES 784 502 1,455 23,127 
Per Cent 1.65 2.61 4.13 2.49 3.67 
All Others 
Number 2 76 78 136 2,078 
Per Cent ae a .64 20 .33 
Total 
Number 910 30,037 12,165 58,396 630,568 
Per Cent 100.00 100.00 100.00 
‘csstaieiaiidinin, “aatp teen eat enas Cane. ca tecadeaee aietateee eseenae dans 100.00 100.00 


(1) Not limited to specific crimes listed in the table. 

*Data compiled from information appearing in “Uniform Crime Reports for the 
United States and Its Possessions”, Quarterly Bulletins issued by the Federal 
Bureau of Investigation, United States Department of Justice, Washington, D. C. 


Table Number V* 
Number of Cases in Which Federal Bureau of Investigation Records Show One 
or More Prior Convictions of Persons Reported Arrested for Arson, Burglary — 
Breaking or Entering, Robbery, and Larceny — Theft, and All Other Offenses, 
1937-1941, inclusive 


Record One or 


More Prior 


Total Convictions 


Arrests Num- 


Year and Crime Reported ber 


1941 Arson : 910 173 
Burglary 30,037 10,048 
Robbery 12,165 4,714 
Larceny 58,369 18,116 
All Offenses (1) 630,568 213,027 

1940 Arson 1,081 224 
Burglary 34,829 11,824 
Robbery 13,251 5,286 
Larceny 62,440 19,919 
All Offenses (1) 609,013 206,484 

1939 Arson 957 178 
Burglary 35,827 9,885 
Robbery 13,302 4,524 
Larceny 63,947 16,686 
All Offenses (1) 576,920 162,424 

1938 Arson— 941 130 
Burglary 35,778 9,875 
Robbery 14,698 4,720 
Larceny 62,848 15,994 
All Offenses (1) 554,376 150,021 

1937 Arson : 839 154 
Burglary 32,438 9,744 
Robbery 13,779 4,756 
Larceny 59,281 16,675 


All Offenses (1) 520,153 149,091 


Convictions 
Per Major Minor 
Cent Offenses Offenses Total 
19.01 195 191 386 
33.45 21,415 10,365 31,780 
38.75 7,637 5,359 12,996 


31.02 32,522 25,314 57,836 


33.78 238,937 391,975 630,912 
20.72 237 163 400 
33.95 19,711 10,402 30,113 
39.89 8,548 4,979 13,527 


31.90 32,413 23,481 55,894 
33.90 226,301 314,546 540,847 


18.60 165 189 354 
27.59 15,583 8,939 24,522 
34.01 6,601 4,520 11,121 


26.09 26,937 20,918 47,855 


28.15 177,486 245,262 422,748 
13.82 136 97 233 
27.60 15,666 8,925 24,591 
32.11 6,851 4,586 11,437 


25.45 26,031 19,755 45,786 


27.06 169,319 203,620 372,939 
18.36 152 134 286 
30.04 15,250 8,536 23,786 
34.52 6,877 4,591 11,468 


28.13 25,642 19,222 44,864 
28.66 160,253 196,422 356,675 


(1) Not limited to specific crimes listed in the table. 

*Data compiled from information appearing in “Uniform Crime Reports for the 
United States and Its Possessions”, Quarterly Bulletins issued by the Federal 
Bureau of Investigation, United States Department of Justice, Washington, D. C. 
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Wreckage after Nazi bombs fell in London's fashionable West End business district. 


Some Strong 


Comment on 


Land War Risk Insurance 


T is significant that in recent 
years the monopoly on _ insur- 
ance comment, formerly closely 

held by the insurance fraternity, has 
been broken here and there by vigor- 
ous personalities from the policy- 
holder side of the fence. 

One of the most intelligent of 
these voices is A. P. Lange, of Hale 
Bros., Inc., San Francisco. Some of 
the companies regard his ideas as 
well out ahead of what can yet be 
offered to the public, but like many 
another pioneer he often finds that 
the trail he blazed yesterday becomes 
the highway of tomorrow. 

He has been campaigning of late 
in favor of more definite and compre- 
hensive land war risk insurance; de- 
Ploring what he considers the inade- 
quacy of the present arrangements, 
and pointing to the peril which may 
confront the business world any day 
that Hitler decides to give some luck- 
less city a token bombing. 

While his anxiety in this regard 
extends to many branches of cover- 





age, his attitude toward the entire 
subject is well expressed in his re- 
cent speech (to a group of credit 
men) dealing with insurance on ac- 
counts receivable. When he accuses 
the companies of having “run out on 
us’, these are strong words, but we 
think insurance executives should lis- 
ten to them with the idea in mind 
of looking into the possibility of im- 
proving the situation complained of 
as rapidly as may be practical. In 
part he said: 

“The destruction of records is no 
different because caused by an in- 
vading alien force than if caused by 
a mob temporarily out of control. 
The difference seems to be in the 
extent, or severity of losses caused 
by or growing out of war activities 
and the fact that at this stage of the 
war we are faced with exposures to 
losses which have heretofore seemed 
so remote as not to warrant serious 
concern, 

“In the case of the credit man- 
ager, it has long been realized that 
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the destruction of the records of his 
department must result in loss to his 

principals. Such loss could hereto- 

fore have readily been covered by in- 

surance, which is still available, un- 

less the loss is attributable to the 

hazard uppermost in our minds, war 

operations. 

“To put it bluntly, the insurance 
companies have run out on us. In 
the past the hazards of war opera- 
tions were included in those insured 
against under the Accounts Receiv- 
able policy. Even after it seemed to 
most of us that we would become 
involved in the war, such insurance 
could be secured, but immediately 
after the Pearl Harbor incident, when 
the probability of our becoming in- 
volved in the war changed into an 
actuality and losses by bombing were 
being inflicted upon us, insurance 
companies, almost without exception, 
relieved themselves of liability for 
all forms of land war risks. In the 
case of insurance on Accounts Re- 
ceivable this was done by endorsing 
existing policies to exclude land war 
risks or by cancelling the policies 
outright. 

“Some of you may be under the 
impression that losses due to destruc- 
tion of your records may be covered 
by insurance provided or to be pro- 
vided by the Federal Government. If 
so, let me call your attention to the 
fact that such is definitely not the 
case. 

“Notwithstanding, insurance on 
Accounts Receivable as broad in 
coverage as any which has hereto- 
fore been written, is obtainable. I 
make this statement advisedly be- 
cause I have been able to obtain such 
insurance for my principals. How 
others can secure such insurance, I 
cannot,say. It depends partly upon 
the market at time of application; 
fortunately, the market seems to be 
broadening slightly. It also depends 
on you and your broker’s relations 
with the few insurance companies 
which write this form of coverage. 
Obviously these few companies will 
give preference to those who have 
given or are prepared to give them 
preference in other cases. 

“Above all else, the circumstances 
or condition of obtaining broad Ac- 
counts Receivable insurance will de- 
pend on your cooperation in safe- 
guarding your records, to the end 
that the insurance company may sal- 
vage as much as possible of any loss 
you may sustain, and for which it has 
reimbursed you. 


+ * a 
various of- 
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U. S. Chamber Meeting 


(Continued from page 10) 

for war plants being amortized over 
a five-year period; (6) What is to 
be done in the matter of the purchase 
of war risk insurance from the War 
Damage Corporation; (7) Is any 
special protection needed for the 
workmen’s compensation risk on ac- 
count of the fact that No State 
Workmen’s Compensation Law ex- 
cludes liability from injury suffered 
by war during the course of employ- 
ment; (8) Is the present basis for 
premiums predicated on_ payrolls, 
such as workmen’s compensation and 
public liability a proper one? Pay- 
rolls are increasing tremendously, 
but there is not an equal increase in 
exposure; (9) Will the present use 
and occupancy and similar policies 
really reimburse for loss, in the light 
of inability to replace machinery, ma- 
terials and perhaps labor; (10) If 
the system of basing war contracts 
reverts to fixed price contracts are 
your premiums for insurance on a 
basis which will not unduly influ- 
ence your costs; (11) Are accidents 
and jury verdicts going to increase, 
and if so, does your method of tak- 
ing care of liability need revamping ; 
(12) Can you buy the kinds of in- 
surance which present conditions may 
make expedient for instance proper 
deductibles, policies broad enough in 
terms to really give protection? 

“These are twelve questions or 
problems which need answering and 
the list could be enlarged without 
any difficulty. Many of these twelve 
problems can be sub-divided into sev- 
eral parts. None of the problems is 
new in the sense that they require 
the application of a new principle of 
insurance. If we know or decide upon 
the insurance principle to follow then 
finding the answers becomes a mat- 
ter of applying the principle. Which 
brings us to finding the perspective 
point from which industry should 
look at its new insurance problems. 

“Narrow the subject by eliminat- 
ing life and its kindred forms of em- 
ployee welfare insurance. First, what 
is insurance? Essentially it is a 
method or system of providing in- 
demnity or reimbursement, or mak- 
ing provision for known or unknown 
losses which may occur, The very 
essence of the policy is the loss. The 
loss may quite properly be taken as 
the perspective point. 

“The initial step in proceeding 
from the loss standpoint is naturally 
a determination of the risks of the 
business which are apt to produce 
losses and the probable extent in 
money cost of such losses. Knowing 


JouRNAL OF AMERICAN INSURANCE 


these, you have a sound basis for 
deciding what kinds of losses are 
too hazardous to assume. No longer 
will insurance be bought through 
custom and inertia. It is so easy to 
say ‘It must be a good kind of in- 
surance because we have always had 
it’. No longer will you buy insur- 
ance against the obvious and over- 
look the risks which are more dan- 
gerous. No longer will insurance be 
bought, or perhaps ‘sold’ is the term, 
through the psychology of fear, one 
of the pet techniques of the insurance 
fraternity for their advertisements. 
You also avoid discovering at the 
time of loss that your policies don’t 
cover — or are incorrectly written 
— because you know the risks, have 
estimated the coverage needed, and 
have examined the policies in the 
light of that knowledge. Then you'll 
be better able to resist your bank 
or the trustee of your mortgage, or 
some credit association which seeks 
to tell you what to insure. 

“But knowing the risks, a measure 
or yard-stick is needed for a guide 
in deciding for which extraordinary 
protection is needed. The answer to 
that will vary with industries. ler- 
haps it is possible to state a prin- 
ciple, even though to do so may re- 
sult in over-simplification. Some 
extraordinary provision should be 
made to take care of losses which 
cannot be prevented when the hap- 
pening of such losses could cause 
serious financial embarrassment to 
the concern. Just another way of 
saying ‘If you cannot stand the shock 
take safety measures’. For instance, 
if the continued operation of a plant 
depends upon getting supplies from 
a certain department of the business, 
say a mine, the management may 
want to purchase special insurance 
for the mine or set, up a special re- 
serve; or it may be desirable to 
buy use and occupancy insurance for 
the entire plant. Another example 
is fire insurance. Fire insurance is 
not only an accepted form of cover- 
age — one of those which custom 
decides should be purchased — but 
is also a necessary coverage. 

“Then it becomes a question of 
how to provide this protection. (ne 
method would be to set up a book 
keeping reserve, but when the loss 
comes, that is the extraordinary loss, 
the reserve turns out to be just what 
it always was — a bookeeping figure. 
Bookkeeping insurance reserves un 
doubtedly have their places. It is an 
excellent method of keeping a spe- 
cial account for making charges to 
operating expenses, for say work- 
men’s compensation claims on a non- 
hazardous operation where the fluc 


tuation in cost from year to year is 
nominal, and catastrophic possibili- 
ties are not present. But it would be 
bad business for mine operations 
which might suffer a very severe 
loss in one accident. Then again, it 
must be remembered that the tax 
laws are not what they used to be 
and on reserves of this sort the only 
deductions Uncle Sam will allow are 
those costs actually incurred. \n- 
other method would be an actual 
money fund built up over the years 
and adequately reinsured, but again 
the tax question becomes of extreme 
importance and the fellow who has 
a fund and has not looked at the 
taxes had better do so. 

“That seems to leave but one other 
method — to buy insurance from in- 
surance companies. But before you 
buy any insurance, there is a final, 
important question to answer, ‘How 
to go about it?’ First of all, to some- 
one should be delegated the task of 
insurance buyer’. He ought to be 
a man thoroughly familiar with in- 
surance practices, capable of forming 
sound judgments, and of initiative 
and imagination. Then, get the best 
insurance advice available. Grant that 
insurance adviser the professional 
status that is his due, and stick to 
him. No buyer of insurance is so 
smart as to not to be able to use the 
brains of the competent professional. 
The good buyer and the good insur- 
ance adviser complement each other 
and the result is a better job. The 
buyer who shops around from com- 
pany to company, from agent and 
broker to agent and broker, may 
think he is a good trader, but it is 
questionable if he is doing the best 
for his company. Under such an ar- 
rangement there isn’t any one in- 
surance professional who has. the 
opportunity to become thoroughly 
familiar with the principal problems 
of the business to be insured, or who 
has a sufficient stake in it to do the 
kind of job which could be done. 

“T have not remained very close to 
the letter of the subject, that is be- 
cause I feel that these problems we 
meet today are not really new in- 
surance problems. They may pre- 
sent situations new to us or unusual, 
but I believe the answer lies almost 
entirely in a determination of a prin- 
ciple to follow, and ingenuity and 
flexibility in applying that principle 
to the business under review. And 
may I say that the return to first 
principles and the exercise of flexibil 
ity and ingenuity must be not only 
on the part of the buyers of insur- 
ance, but also on the part of the sell- 
ers and their associates, the many 
bureaus and bureaucracies having to 


do with rates and forms.” 
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Fire Insurance Should Conform 


With Increased Insurable Values 


By W. W. BARKER 


STAFF ENGINEER, 


UNITED MUTUAL 


FIRE INS. COMPANY 


Reprinted by Special Permission from 
the Apartment Journal 


2 ee existence of a state of war 
in the United States against 
the Axis nations is producing 
such far-reaching changes in the eco- 
nomic pattern of this country that 
limits of possibilities cannot be fore- 
seen at this time, in the early stages 
of hostilities. The war is to be waged 
on an unprecedented scale, calling 
for a stupendous outlay for military 
equipment such as this nation or any 
other nation has never before seen. 
Of course, the major aspects of the 
igantic program of armament build- 
ig are under the guidance of our 
own most skilled economic experts. 
We average citizens are unquestion- 
ably in accord with the view that 
they are best qualified to create the 
plans and to organize industry to do 
the job that must be done with our 
wholehearted cooperation. There is, 
however, a parallel job we must do 
for ourselves in these difficult times 
— that of properly protecting our 
own interests against possible fire 
and allied hazards by seeing to it that 
we are adequately covered’ in a 
period of rapidly increasing costs 
which are reflécted in enhanced prop- 
erty values. This factor is a most 
important consideration for property 
owners, and should not be overlooked 
in the hub-bub of any immediate war 
time excitement. 

With the country mustering its re- 
sources for war on an “all out’’ basis, 
we shall find the cost of new con- 
struction rising for at least two rea- 
In the first place, there will 
probably be, for the duration, a short- 
age of essential materials for private 
consumption, due to the military de 
mand for them. In the second place, 
labor will be attracted to defense in- 
dustries to the extent that the supply 
of skilled labor in private construc- 
tion will fall short of actual needs. 
Through the functioning of the in- 
exorable economic law of supply and 
demand, which applied with equal 
force to labor as it does to material 
things, costs are going up, despite 
government attempts to regulate 
prices and to place a ceiling upon 
wages. Already building costs are 
running 12 to 21 per cent higher de 
pending upon where in the United 
States you happen to live, than they 
Were a year ago. What limits will 
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be reached in Southern California 
cannot accurately be anticipated, but 
it seems safe to assume that in this 
area of large-scale defense prepara- 
tion, the increase in building costs 
will be greater than the average in- 
crease for the nation as a_ whole. 
When it is taken into consideration 
that even prior to the declaration of 
war on December seventh, building 
prices were slightly greater than the 
1926 level, we can begin to realize 
what is in store for us in the immedi- 
ate years to come. 

One may very well ask how the 
foregoing situation will affect fire 
insurance contracts already in force. 
You may rest assured that the rela- 
tionship is direct, and vital. One of 
the cardinal principles of the Stand- 
ard Fire Insurance Policy is that fire 
losses are adjusted on the basis of 
value of the property damaged at 
the time of fire, not, however, to ex- 
ceed what it would then cost the 
assured to repair or replace the same 
with material of like kind and qual- 
ity. This means today’s value, and 
not cost to the owner at date of con- 
struction or purchase, or value at 
the time the policy was written. 
That is the crux of the matter under 
consideration, and should disclose the 
importance of revising insurance pol- 
icies where necessary so values keep 
abreast of current conditions. 

It is essential for property owners 
to recognize several points in con- 
nection with values in fire insurance 
upon which there is still widespread 
misunderstanding. For one thing, fire 
insurance policies are not “valued 
contracts”. In other words, the face 
value of the policy does not invari- 
ably establish the amount of in- 
demnity a company will pay in the 
event of a total loss. Nor in cases 
of partial loss does it mean that the 
losses will be paid in full simply be- 
cause the face value of the policy is 
in excess of the loss sustained. If 
property is insured on a flat basis, 
that is, under a policy written with- 
out a coinsurance clause, the amount 
of insurance usually represents only 
a minor percentage of its value. Then, 
all losses are paid in full up to the 
face amount of the policy. However, 
in most casés, fire insurance is writ- 
ten with an average or coinsurance 
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clause incorporated in the contract 
wherein a considerable rate reduction 
is given the insurer who agrees to 
carry a specific amount of insurance 
to value of property, usually 80 or 
90 per cent to value. It is in con- 
tracts of this kind, so widely written, 
that the property owner must exer- 
cise extreme care in maintaining the 
proper amount of coverage to the 
agreed upon percentage of value. For, 
should the amount of insurance car- 
ried be less than the amount required 
by the average clause in the policy, 
the assured would become a “‘co-in- 
surer” in case of loss; i. e., he would 
bear a portion of the loss. 
ee ee ® 

ET us employ a specific exam- 

ple to simplify the foregoing 
paragraph. Suppose the owner of 
an apartment house which cost $50,- 
000 to build in 1940, insured it for 
$45,000, which represented 90 per 
cent of its value at the time, under 
a policy containing the 90 per cent 
average clause. Now let us assume 
that during 1942 he suffers a loss 
from fire estimated at $10,000. Does 
he collect the full amount of the loss ? 
Offhand, it would seem that he is 
adequately protected. However, since 
the inception of his insurance, the 
country’s economic policy has 
changed from a peacetime to a war- 
time economy. Prices have risen 
considerably in the short span of 
two years, but this property owner 
neglected to take cognizance of that 
fact. Now let us adjust his loss. We 
find that because of rising price lev- 
els, it may cost perhaps 24 per cent 
more to replace his damaged prop- 
erty than it did two years ago. In 
other words, the replacement value 
of his property has been enhanced 
24 per -cent, less approximately 4 
per cent depreciation, or a net in- 
crease of 20 per cent. That being 
the case, the true value of his prop- 
erty at the time of the fire has be- 
come $60,000, and the amount of in- 
surance he should carry to conform 
with the 90 per cent average clause 
is $54,000. So, under his existing 
policy, he becomes a ‘‘co-insurer”’ 
and must share a portion of the loss 
with the insurance company. The 
loss would be adjusted by the fol- 
lowing formula: 

Amount of Insurance Carried 
Amount Representing 90% of Value 
X Loss = 
Amount Paid by Insurance Company 
In this example: 


$45,000 
—— X Loss = $8,333.00 
$54,000 


In the instance just cited, for fail- 
ure to provide himself with $9,000 
additional insurance in order to main 
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tain the proper percentage to value 
in a rising market, this hypothetical 
property owner had to stand $1,667 
of a $10,000 loss. The net cost of 
the additional insurance needed to 
maintain the proper percentage of 
insurance to value would have been 
insignificant. 

In view of the foregoing, every 
property owner should determine to- 
day the proper amount of insurance 
which he should be carrying in order 
to conform with the average clause 
requirements of his policies. An ap- 
praisal made by a reliable appraisal 
company may be advisable in some 
cases. Once a reasonably accurate 
valuation has been established upon 
property, it becomes a fairly simple 
matter to keep abreast of fluctuating 
values in a rising market through a 
study of price indices in the building 
field, which are regularly published 
and readily available. Check your 
insurance today. It may save you 
thousands of dollars tomorrow. 


Comment on Land War Risk 


Insurance 


(Continued from page 23) 








it is improbable that any one way of 
safeguarding records can be said to 
be best and most economical of all. 
Some offices are housed in_ build- 
ings of superior construction, some 
are equipped with massive vaults and 
safes, and others are parts of a chain 
with facilities for storing duplicates 
of records in places hardly conceiv- 
able of destruction at the same time 
that the originals are destroyed.” 
ringing up the question of condi- 
tional sales, Mr. Lange continued, 
“What would be your situation if 
your debtors were rendered insolvent 
by the destruction of their property ? 

“This point was well brought out 
in an article originating in [england 
and appearing in Fortune, (ctober, 
1941, from which I quote: ‘A special 
difficulty of the hire-purchase firms 
is that a bomb may change a good 
account into a bad debt.’ (‘Hire-pur- 
chase’ refers to conditional or con- 
tract sales.) 

“The statement should be broad- 
ened to include every account, any 
of which may change from a good 
one into a bad debt without fault 
on the part of the debtor. There is, 
however, a special feature in connec- 
tion with these ‘hire-purchase’ trans- 
actions which would receive consid- 
eration. I refer to the question of 
who must bear the loss on merchan- 
dise delivered to the customer under 
a conditional sales agreement. 

“On this point the Fortune article 
says: “There has been much legal 
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discussion as to what is the ratio 
responsibility for bombed hire-pur- 
chase as between firms and custom- 
ers. Generally speaking, the buyer is 
responsible for the installments un- 
paid at the time of destruction, and 
the seller for the proportion already 
paid for.’ 

“My own opinion is that the state- 
ment is incorrect and that the maxi- 
mum loss which the seller could be 
called upon to bear would be the 
unpaid portion of the purchase price. 

“The same situation is met in time 
of peace; a good account becomes a 
bad debt because of the destruction 
of property. Ordinarily the loss to 
the seller can be taken in stride, but 
in the case of a great catastrophe, 
such as the bombardment of the 
residential section of a city, the situ- 
ation may become serious. That such 
an event may occur has been urged 
by the insurance companies as a rea- 
son for their refusal to write war 
risk insurance on residential prop- 
erty. How shall we protect ourselves 
against such losses ? 


‘© N considering the answer to 

this question, let us also con- 
sider, or couple with it the same 
question as it relates to conflagra- 
tion losses not caused by or grow- 
ing out of war activities. 

“In the case of merchandise de- 
stroyed while in the custody of cus- 
tomers purchasing same on contract, 
many merchants have sought to pre- 
vent losses to themselves and an- 
nounce to their customers by insur- 
ing their interest therein. In case of 
the destruction of the merchandise 
the customer is relieved of making 
further payments. 

“This, of course, builds goodwill. 
In some instances such insurance has 
been extended to include the interest 
of the customer. Where such insur- 
ance can be obtained under forms 
which protect, either by specific dec- 
laration or otherwise, losses due to 
hazards created by war, it seems 
ideal. Here again I say that your 
ability to obtain such insurance de- 
pends upon you and your broker’s 
relations to the insurance companies. 

“So far as I know, merchants have 
never undertaken to carry insurance 
on merchandise purchased on open 
accounts, and I can see no more rea- 
son why they should carry such in- 
surance in time of war than in time 
of peace. However, unless such in- 
surance is carried, you are always 
confronted with the possibility that 
an untoward event may turn a good 
account into a bad debt, whether 
such an event be a single fire, con- 
flagration, or a bombardment.” 


Is Arson Under Control ? 


(Continued from page 22) 


12.97 per cent were fifty years of 
age and over. (See Table Num- 
ber VI.) 

What about those individuals fifty 
years of age and over? Why have 
they resorted to arson rather than 
any other crime? Have they decided 
they were too old to commit burg- 
lary, larceny or robbery and hoped 
to evade detection? Is it that group 
which includes most of the individu- 
als who set fires in the hope of de- 
frauding fire insurance companies? 
Why have they lived the best years 
of their lives and then decided to 
commit arson? What type of oc- 
cupancy were they charged with 
burning ? 

We find that although 12.97 per 
cent of those arrested for arson are 
fifty years of age and over, during 
1941 those arrested for burglary con- 
sisted of only 2.4 per cent of that 
group, those arrested for larceny con- 
sisted of only 5.7 per cent of that 
group, and those arrested for rob- 
bery consisted of only 1.3 per cent 
of the same age group. A somewhat 
similar situation existed for the ar- 
rests reported during the years 1937 
to 1940, inclusive. Why should the 
percentage for arson arrests of per- 
sons fifty years of age and over be 
so much higher than for the other 
three crimes? 

A further examination of the data 
with respect to the age of those ar- 
rested for arson reveals that the per- 
centage of persons in the age groups 
thirty to thirty-nine years and forty 
to forty-nine years is also higher than 
for those in the same age groups ar- 
rested for burglary, larceny or rob- 
bery. The same was found to be true 
for the years 1937 to 1941, inclusive. 

Before continuing the discussion, 
we should remember that the F. B. I. 
records do not reflect the complete 
situation with regard to arrests for 
arson. Not all arrests are reported 
and juvenile delinquents accused of 
setting fires are not included because 
they were not finger printed. 

After having briefly considered 
some aspects of the arson control 
problem and the known arrests for 
that crime, we are confronted with 
the question, “Do arrest records cor- 
rectly portray the incidence of this 
costly crime?’ The answer must be 
speculative because by the very na- 
ture of the crime, it is impossible to 
definitely determine the cause of a 
sizeable proportion of fires. A num- 
ber of individuals who deal with the 
problem believe there are far more 
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instances of fires which are of incen- 


diary origin where insufficient infor- 


mation is obtained to justify the ar- 
rest of the arsonist than where there 


are fires of incendiary origin and an 
arrest for the crime is made. 


How many arsonists are able to 
commit this crime and evade arrest? 
Why? Is this happening to a greater 
extent in some localities than in 
others? If so, why? 

We should be concerned with the 
incidence of arson in various juris- 
dictions. In what states and munici- 
palities is this crime tolerated or 
perpetrated because of inertia on the 
part of the authorities? Why this 
lack of interest? Are more funds 
needed to carry on well conducted 
investigations ? 

Is this crime more rampant in 
some states than in others? Do we 
find more loss and damage in the 
city than in the country? Is it com- 
mitted to a greater degree by resi- 
dents or transients? 

An examination of the Eleventh 
Annual Report of the Commissioner 
of Correction on Crime Statistics in 
the State of New York for 1940, for 
example, indicates there were 291 
arson offenses known to have occur- 
red in the State during that year. It 
is interesting to observe that during 
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1940 of the arson offenses known, 
41.2 per cent of the crimes were un- 
solved. During the same period, there 
were 185 arrests for that crime. We 
do not know how many of those ar- 
rested in New York were accused of 
committing the crime of arson more 
than once before they were arrested, 
nor do we know how many of those 
arrested were accused of committing 
arson sometime before 1940. 

During that year, 138 cases were 
referred to Grand Juries of which 
number 118 were held for Grand 
Jury and 20 had their origin there. 
There were 105 indictments. 

When considering the procedural 
outcome of criminal cases in County 
and Supreme Courts in New York 
State during 1940, we find that of 
116 cases disposed of 38 or 32.8 per 
cent were acquitted or dismissed and 
78 or 67.2 per cent were convicted. 
The only other classes of cases in 
which the percentage of acquittals or 
dismissals was greater than in arson 
were manslaughter by negligence 
45.5 per cent, receiving stolen prop- 
erty 38.2 per cent, frauds and cheats 
62.5 per cent, abandonment 52.6 per 
cent, malicious mischief 40 per cent, 
and other felonies 41.6 per cent. 

Of the 38 arson cases previously 
mentioned, we find that 25 cases — 
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umber VI* 


Age Groups of Persons Reported Arrested to the Federal Bureau of Investigation 
for Arson, Burglary — Breaking or Entering, Robbery, and Larceny — Theft, 
and All Other Offenses, 1937-1941, inclusive 


Age Groups 
Total 
Arrests Under 21-29 30-39 40-49 50 & Un- 
Year and Re- 21 Over known 
Crime ported No. % No. % No. % No. %& No. % No. % 
1941 Arson 910 152 16.7 276 30.33 192 21.10 168 18.46 118 12.97 4 4.4 
Burglary 30,037 46.6 29.8 ° 15.1 6.0 2.4 Jl 
Larceny 12,165 33.3 30.0 20.0 10.8 5.7 2 
Robbery 58,369 33.0 41.7 18.2 5.7 13 ol 
All 
Offenses(1) 630,568 17.6 29.2 25.9 16.7 10.4  - 
1940 Arson 1,081 205 18.96 305 28.21 239 22.11 180 16.65 150 13.88 2 .19 
3urglary 34,829 44.8 32.5 14.9 5.6 2.4 a | 
Larceny 13,251 32.0 32.3 19.8 10.3 5.5 a | 
Robbery 62,440 28.8 44.5 19.0 5.8 1.8 ol 
All 
Offenses(1) 609,013 17.5 31.6 25.7 15.5 9.6 1 
1939 Arson 957 148 15.47 261 27.27 232 24.24 184 19.23 131 13.69 1 10 
Burglary 35,827 45.9 K Pa 14.6 4.9 2.3 1 
Larceny 13,302 32.8 32.2 19.8 9.9 LW 1 
Robbery 63,947 29.1 46.2 18.1 5.0 1.6 0 
All 
Offenses(1) 576,920 18.9 32.9 25.2 14.1 8.8 a 
1938 Arson 941 151 16.5 259 27.53 243 25.82 150 15.94 136 14.45 2 .21 
Burglary 35,778 43.5 K SS. 15.3 5.5 2.3 A 
Larceny 14,698 31.7 32.8 20.2 9.9 ee: | 
Robbery 62,848 28.5 46.6 19.0 4.5 po | 
All 
Offenses(1) 554,376 18.8 34.2 24.9 13.7 8.3 Jl 
1937 Arson 839 121 14.42 230 27.42 207 24.67 160 19.07 119 14.18 2  .24 
Burglary 32,438 42.1 33.9 15.8 5.8 ae ie 
Larceny 13,779 30.3 32.5 21.1 10.4 5.6 | 
Robbery 59,281 28.2 45.6 19.6 | 1.3 oe 
All 
Offenses(1) 520,153 18.0 33.6 25.4 14.2 8.6 2 


(1) 


United States and Its Possessions”, 


Not limited to specific crimes listed in the table. 

*Data compiled from information appearing in “Uniform Crime Reports for the 
J t Federal 

Bureau of Investigation, United States Department of Justice, Washington, D. C. 


Quarterly Bulletins issued by the 
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21.6 per cent — were dismissed on 
motion of the Prosecutor. This is a 
higher percentage than for any other 
crime disposed of in the County and 
Supreme Courts of the State of New 
York during 1940, 

This data give us some idea of the 
administration of Criminal Justice 
in Arson in the State of New York. 
If nation-wide data of a similar na- 
ture, together with a compilation of 
other data such as has been suggested, 
were compiled and carefully analyzed 
for the purpose of profiting by what 
may be learned therefrom, much 
progress could be made in the con- 
trol of arson. 


HAT is the predominant mo- 

tive for incendiary fires? Writ- 
ers from time to time have listed 
and commented upon the motives 
which account for incendiarism. They 
seem to agree on a general classifica- 
tion of arson motives, but what per- 
centage of those arrested for arson 
are suspected of having set fires for 
financial gain? In how many _ in- 
stances was an assured involved? To 
what extent is arson committed by 
the white collar criminals — persons 
of wealth, respectability and prestige ? 
How much of each kind of arson is 
committed? In how many cases was 
the fire set in the hope that the as- 
sured would benefit directly ? In how 
many instances is the assured an in- 
nocent party but the perpetrator 
hopes to benefit directly or indirectly ? 
Do these two classes of arsonists es- 
cape detection or “beat the rap” 
much more easily and in larger num- 
bers than the arsonists of other 
classes? If so, why? What can be 
done to remedy the situation ? 

How, many of those arrested in 
1941, for example, set fires to achieve 
some personal satisfaction, aid a 
cause, or obtain a goal? Is it found 
that more fires are being set by this 
class of criminals than in previous 
years? If so, what is being done to 
protect lives and property from such 
criminal attacks ? 

How many have resorted to ar- 
son in an attempt to conceal some 
other criminal act? What criminal 
acts do they attempt to conceal? 
What is the final outcome of such 
cases once the suspect is arrested? 
Can the person who commits forgery 
or embezzlement be warned it is folly 
to commit arson in an attempt to 
conceal his other crime because the 
arson investigator, due to his train- 
ing, experience and ability to handle 
such a case, knows exactly how to in- 
vestigate a fire set for that purpose ? 

What about fires set by the men- 
tally afflicted? It has been estimated 
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that perhaps 20 per cent of all in- 
cendiary fires are set by pyromaniacs. 
This is not only a surprisingly large 
proportion, but it is also surprising 
to learn how comparatively little has 
been done about the problem. In 
how many instances have pyroman- 
iacs been apprehended only to be sent 
to an institution for a brief visit, then 
released for any one of a dozen rea- 
sons, thus allowing them to continue 
‘committing their fiendish acts? If 
society is to be protected against such 
individuals, a great deal of work 
must be done on this problem. Much 
f the effort must be of an educa- 
tional nature. When pyromaniacs are 
apprehended, they must be carefully 
studied and their activities closely 
supervised, If persons are suspected 
ff being pyromaniacs, a real effort 
must be made in order to ascertain 
all the facts. I am convinced a more 
frequent use of the polygraph — “lie 
detector” in such cases as well as 
all other cases where arson is sus- 
pected will help the investigators in 
their task, 

Where are the pyromaniacs setting 
fires? What classes of occupancies 
are they attempting to burn? Is there 
such a person as an “alcoholic pyro- 
maniac’? Several years ago one of 
the doctors at a state institution for 
the criminal insane testified he 
‘ould cite no medical authority to 
prove there was such a person as an 
“alcoholic pyromaniac’’. .\ short time 
before that, a prominent arson inves- 
tigator made the following statement 
on the subject: “An alcoholic pyro- 
maniac is one who operates when he 
becomes intoxicated. He is regarded 
as the most dangerous because he 
kindles fires late at night, usually 
when the occupants of homes are 
deep in slumber. This type is also 
given to wandering in strange locali- 
ties, and after such fires will disap- 
pear. Unless the alcoholic pyro- 
maniac is captured at or near the 
scene of fires, it is very difficult to 
obtain any admissions from him, be- 
cause as a rule he suffers a lapse of 
memory and forgets all about it.” 

\rson investigators should be fur- 
nished with material from time to 
time on this subject so they will 
know about the circumstances in 
cases handled by other investigators. 
Master files, including physical de- 
scriptions and photographs of all 
pyromaniacs — even though many 
of them may be juveniles — should 
be compiled in every state and all 
of the large cities, and such informa- 
tion on many cases should be ex- 
changed by authorities. Probation 
and parole officers should be cau- 
tioned to pay close attention to those 
in their charge who have been con- 
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victed of setting several fires or are 
suspected pyromaniacs, 

Many ,pyromaniacs are sentenced 
to penal institutions rather than to 
hospitals. They serve their sentence, 
are released on parole and eventually 
receive their final discharge. Some 
of these individuals cannot refrain 
from setting fires. Those assigned to 
deal with the arson problem should 
try to keep a constant check on such 
persons even though they are no 
longer on probation or parole. 

e + a 

RIE our present-day arson in- 

vestigation methods superior 
to those methods used in the inves- 
tigation of other crimes? What are 
the qualifications of the arson inves- 
tigators as compared with those of 
other detectives? Is the arsonist 
more shrewd and intelligent than the 
investigator? Is he able to “out- 
smart” his interrogators when ques- 
tioned as a suspect? These are ques- 
tions which cannot be answered to- 
day with any degree of accuracy. 

We know that arson is the easiest 
crime to commit and the hardest 
crime to detect, but this statement is 
worth repeating many times in the 
hope that an earnest effort be con- 
stantly made to employ as investiga- 
tors the most competent persons ob- 
tainable. If arson is to be controlled 
to any extent, this is one aspect of 
the problem which dare not to be 
overlooked. 

What investigation methods have 
been employed as a routine matter 
by the arson investigator? Is such 
a simple device as the detectaphone 
used as a part of his everyday equip- 
ment? tHlave the camera and the 
microscope been used to the extent 
to which they should be employed in 
the investigation of this crime? Does 
the arson investigator know to what 
extent the laboratory detective may 
be able to help in the solution of this 
crime? To what extent has there 
been experimentation with the pos- 
sibility of lifting or identifying latent 
finger prints exposed to high tem- 
peratures ? 

What opportunity has been given 
arson investigators to exchange ex- 
periences on mistakes which they 
have made. Wouldn't it be desirable 
to have an occasional ‘clinic’ on this 
subject ? 

When the arsonist has devised 
some new method of setting fires, 
what means are available for telling 
arson investigators about it so they 
may be on the alert? It is often con- 
sidered inadvisable to discuss at 
meetings the methods used by arson- 
ists in setting fires. Perhaps this is 
a necessary precaution at times, but 
some attention should also be paid 


to the type of publicity given cases 
when an incendiary fire occurs. The 
following is an excerpt of a news- 
paper account which will serve as 
an illustration of the point under dis- 
cussion: “An ingenious plot to set 
fire to the stores and plant of a clean- 
ing and dyeing company in a scheme 
to get a union contract for its 400 
workers was charged today to four 
women and three men. . .. The 
seven were arrested yesterday after 
more than a score of garments, whose 
linings had been packed with yellow 
phosphorus, had been seized by 

detectives. The phosphorus would 
ignite in cleaning solutions.” An 
effort should be made to encourage 
censorship relative to the methods 
used by arsonists by those who hope 
to aid in the control of arson. 

The problem of arson control in- 
volves much more than a mere an- 
nual recital of the data concerning 
the arrests and convictions for arson. 
The Fire Marshals’ Section of the 
National Fire Protection Association 
is the only group in the United States 
which during its meetings gives con- 
siderable time and attention to the 
deliberation of one crime — the crime 
of arson — to the exclusion of all 
other crimes. This is some indica- 
tion of the attention given to the 
crime of crimes. One of their primary 
interests is the control of arson. Rela- 
tively few concrete studies of this 
crime and the problem of its control 
have been made. If arson has been 
controlled, where has this occurred? 
How much of each kind has been 
controlled? What more can be done? 








Pennsylvania Lumbermens 


Elects Officers 


\T THE ANNUAL MEETING OF THE 
PENNSYLVANI\ LUMBERMENS MU- 
tual Fire Insurance Company held 
in Philadelphia on April 28 the fol- 
lowing officers were elected: 

Herman J. Pelstring, president and 
manager. 

C. Frank Williamson, first vice 
president. 

\Ibert W. Robinson, second vice 
president. 

Archibald Kellock, secretary and 
treasurer. 

Robert J. Chalmers, assistant sec- 
retary. 

Newton B. Morrell, assistant vice 
president. 

Robert Platzer, assistant treasurer. 

Thomas R. Marshall, director and 
well-known Philadelphia lumber 
dealer was elected to serve as a mem- 
ber of the finance committee. William 
T. Campbell, Philadelphia attorney, 
was elected to the audit committee. 
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LUMBER MUTUALS 


seatnaenianenninael 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 











INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CwtC€E 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 





Agency Co., Mansfield, Ohio, Pittsburgh, Penna. — Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — The 


Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 




















GPEAM PYRENEES. © > 
“Ch. lbos Du Val d'Aure of Basquaerie“*” 


Responsibility Has Made Him 


of Service to Mankind ... 


And so has a true sense of responsibility to 
its policyholders made the Hardware Mutuals 
an outstanding and popular Insurance Car- 
rier during the past 35 years or more. Over 
$166,000,000.00 have been paid to policy- 
holders and Dividend Savings 
— a true test of the integrity and conserva- 
tive management of the Hardware Mutuals 
Companies. 


in Losses 


GREAT PYRENEES—the Pyrenees is a very ancient 
breed. Originally Tibetian Mastiff, it is presumed he was 
brought to Spain by traders and for centuries was the 
companion of the inhabitants of the Spanish Pyrenees. 
As a guardian of the flocks against the wild beasts that 
infested the mountains, he developed a keen sense of 


During 1941 each property insurance com- 
pany increased its Assets to over $7,500,000.00 
— the Casualty Company to over $15,000.- 
000.00. 


As in the past, the Hardware Mutuals will 
operate on the basis of Safety, Service, and 
Savings to policyholders, and are ready to 
help you. Send a letter to any of the Com- 
panies listed for complete information. 


—— 
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FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wiscons# 
Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office. Stevens Point, Wisconsin 


responsibility that has made him of service to mankind 
through all the succeeding years. His blood is the foun- 
dation of the Newfoundland and has contributed much 
to the building up of the St. Bernard. 


He was used extensively for war work, carrying sup- 
plies and rescuing wounded and at the close of the 
Great War the breed was almost extinguished. In spite 
of his rugged history he is a great family dog; gentle, 
affectionate, and an ideal companion for children and 
adults. He is almost invariably pure white. 
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